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Wednesday May 13 1992 


US court upholds 
state’s unitary 
taxation system 

CaSTonua's supreme court has rejected a challenge 
■to the state’s unitary taxation system. Id a decision 
that could cost multinational companies with 
operations in the state about $792m in disputed 
tax payments. 

British, Japanese and other foreign companies 
have been fi ghting California’s unitary tax for 
a decade. The case was brought by Barclays Bank 
of the UK in 1984 and challenged the constitutional- 
ity of the tax method_Page 7 ‘ 

Qo w aa te z a t a iw fa fern on strike 

Spam's prime minister 
Fefipe Gonzalez promised 
to guarantee the right 

of people to work during 
a half-day general 
m. . ^ strike, fanned Cor 

i?x' mi May 28- The unions, 

which called the strike 

- and a further full-day 
stoppage in October 

- to protest at a decree 
that cuts unemployment 

be nefits, have widened their protest to include 
an attack on government plana to introduce strike 
legislation and puhlie sector cuts. Fageis 

Earth Summit: Presfcfeot George Bush is to 
attend the ON-sponsored Earth Summit in Bio 
de Janeiro after US negotiators succeeded in remov- 
ing- stnctlimits on gaseous emissions from a 
treaty to be signed at the summit. Page 4 - 

News Corporation, Rupert Murdoch’s media 
group, underlined its recovery with a 76 per cent 
increase In net.proflts to AS334m (S250m) for the 
nine months to end-March. Pflge 19 

Work ethic on wanes Japanese executives 
are inremflsfrngiy lamenting the disappearance 
of the model worker, delighted to do over- 

time and inspired by loyalty. Page 18 

Japan warned: Japan most improve investment 

conditions for foreign companies or face increas- 
ingly strong political pressure to redress the pres- 
ent imbalance in investment Dows, say European 
companies. Paged 

BAA^the British airport operator, plans to build 
an £SG0m-£900m ($L43bn-JL61bn) fifth terminal 
at Heathrow, which already handles more interna- 
tional passengers than any other airport in the 
world. Page 8; Lex, Page 28 

Stadfcm builders attacked: The French 
government said the temporary soccer stand, 
which collapsed ldlling 13 people; should never 
have-been Infill- A Corsican court Indicted two 
'morepeopte for jganslaoghler in the May 5 disaster. 

^oj ^ ?%^ii l eriia<^Britgia.gnfl Vfetngm'agreed 
to resmne. fpr^topatrlation of thousands of 
Vietnamese boat people from Hong Kong camps. 

A Hogg Kong offioal said the camps could be 
. empty in three years. Page 6. 

US rate cut hopesr US producer prices rose 
a modest 0.2 per cent in April the same as in 
Marchand February, raising hopes of an interest 
rate cut by the Federal Reserve. Page 7 

Machine toed crisis: Leaders of Europe’s 
recession-torn machine tool industry are holding 
crisis talks with the European Commission in 
an atteriqrt to-wtn agreement on the first EC-wide 
industrial policy fi or the sector. Page 3 

BrBMtPdrol iw n is setting its 57 per cent 
state at Canadian subsidiary BP Canada for 
CS374m <|3Mm) in ' the wake of disappointing 
results. Page 19; Lex, Page 18; Plan to cot emis- 
sions; Page 8- 

Marks and Speocer, the international clothing 
and /bod group, reported a L3 per cent increase 
in pre-tax profits for 1991 as it successfully defended 
operating margmfl in difffcnlft 
Page20;Lex, Page 18 

ProEor db , the Swedish pharmaceutical and 
food'gronp controlled by Volvo and the Swedish 
state, announced a 14 per cent rise in first-quarter 
profits -to SKrLUbn ($187m) but the strong growth 
is not expected to continue. Page 19 

OSvotti, the troubled Italian computer and office 
equipment group, announced a loss of L45B8bn 
(S372m) for 1991, against a LfflUbn profit in 1990, 
and passed its dividend, page 19 

Turner Broadcasting System, the US media 
group that controls the CNN cable network, saw 
txrstrquarter net earnings fall from $3£m to 
$731,000, largely because of costs associated with 
coverage of the Winter Olympics. Page 22 

Kennedy caB: CIA and FBI chiefs urged the 
release of stacks of classified Kennedy assassination 
documents to help resolve conspiracy theories 
surrounding the 1963 murder oE President Kennedy. 
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EC withdraws its monitors from Bosnian capital 


By Laura sober in Erdut, 
Croatia, and Judy Dempsey 
In London 

EUROPEAN Community 
monitors withdrew from Sarajevo 
yesterday, declaring It was too 
dangerous to remain in the war- 
ravaged capital of Bosnia-Her- 
cegovina. 

Although local Serb leaders 
later declared a five-day unilat- 
eral ceasefire in Bosnia, the EC 
monitors’ pull-out signalled pessi- 
mism about peace prospects in 
the breakaway republic 

Serb irregulars, backed by the 


Yugoslav federal army, yesterday 
again pounded the capital, where 
the main television transmitter 
was knocked out The army also 
continued to bombard the south- 
western city of M os tar, while 
Croat and Serb militias fought 
for control of a swathe of terri- 
tory bordering Croatia. 

The ceasefire, due to start at 6 
am today, was called by an unof- 
ficial Serb parliament in Banja 
Luka, north-west of Sarajevo. 

The Serb leaders called on the 
EC to renew its Yugoslav peace 
conference before the five-day 
ceasefire came to an end. If the 


EC tailed to act, local Serbs 
would appeal to Serbs through- 
out the world to join them “in 
their struggle for survival." they 
declared. 

The EC pull-out yesterday coin- 
cided with other steps to isolate 
Serbia in an attempt to increase 
pressure for peace between the 
waning Yugoslav ethnic groups. 

The 52-member Conference on 
Security and Co-operation in 
Europe decided in Helsinki to 
exclude the new Serb-dominated 
Yugoslav state from any deci- 
sions taken on Bosnia, Russia 
had earlier rejected excluding 


Yugoslavia from the CSCE. 

In addition, the US withdrew 
its ambassador from Belgrade, 
the Serbian capital, to protest at 
Serbian involvement in Bosnia. 
EC foreign ministers agreed to 
withdraw their ambassadors 
from Belgrade earlier in the 
week. 

More than 1,300 people have 
been killed, and more than 
500,000 displaced or made home- 
less since the federal array 
attacked Bosnia after it was 
recognised by the international 
community six weeks ago. 

In London, Lord Carrington. 


chairman of the peace conference 
on Yugoslavia, said he was 
increasingly pessimistic about 
any successful outcome or the 
conference. He said; “it looks 
even more unlikely that, m the 
present circumstances, a peace 
conference would be successful.** 

Lord Carrington rejected secret 
talks held last week between Bos- 
nia’s Serb and Croat leaders in 
which they planned to divide 
Bosnia, eventually annexing 
parts of it to Croatia and Serbia. 

He said this was “basically a 
carve-up of Bosnia-Horcegovina 
and that, of course, would be 


quite unacceptable to \hi* Cum 
mumty because it leaves the 
Moslems, who are the majority, 
out in the coM”. 

In . Geneva, a UN envoi 
described Bosnia a*. -,i slate uf 
horror." 

Mr Jose- Maria Menitiiuee, an 
official at the UN’s High Commis- 
sion fur Refugees, said. “What we 
are seeing is soniethme like 
World War Tivo with population 
centres being do sinned and 
towns and ullages allafkiil. mn 
as military objects, but with the 
sole purpose of driving the pr»pte 
away.” 


Union warns of action on May 25 unless offer is raised 

Bonn faces 
engineering 
workers’ 
pay strike 


By Christopher Parties 
in Frankfurt 

OPEN hostilities between 
Europe’s biggest trade union and 
the mighty German engineering 
Industry - which produces 

annnal sales of DMl.OOObn 
(jeoGhn) - will break out on May 
25 unless employers improve 
their 3-3 per cent pay offer by the 
end of this week. 

Announcing his ultimatum and 
the starting date for the long-ex- 
pected strike, Mr Franz Stein- 
kfihler, president of the IG Metall 
union, which represents 4m engi- 
neering workers, said yesterday 
that Ms only options now were 
“capitulation or strike". 

Gesamtmetall, the employers' 
association, said its 38 per cent 
offer remained the basis for any 
further negotiation. A deal 
approaching last year's 6.7 per 
cent would cost hundreds of 
thousands of jobs, added Mr 
Hans- Joachim Gottschol, the 
association president 

Both sides have rejected arbi- 
tration. A structured deal giving 
more to the lower paid, similar to 
that agreed in the recent 5.4 per 
cent public sector settlement, is 
also ruled out 

The union claimed yesterday 
that such “social elements" were 
onsnitebte in a workforce where 
pay ranged from DM2,000 to 
DM6,000 a month. The range in 
the public sector was between 
DMflOO and DM20JM0- 

In the absence of a new offer, 
Mr Steinkuhler said, an extraor- 
dinary union executive meeting 


Germany’s democratic system 
wifi be “threatened" if there is 
not an early and radical change 
in government policy towards 
eastern Germany and the costs 
of unification, the opposition 
Social Democrats (SPD) warned 
yesterday. Mr Bjorn Engholm, 
the SPD leader, accused the 
coalition government of Chancel- 
lor Helmut Kohl of “disguising” 
the extent of economic collapse 
in the east of the country, of 
underestimating the costs of 
recovery, and of lacking any 
serious ideas to deal with !L 
Page 2 

would be called next Monday to 
deride which regional members 
would be balloted for strike 
action. Voting would ran from 
May 20 to May 22. 

*nie dates announced yesterday 
comprise the final data needed to 
complete the programming of a 
strike which seemed inevitable 
from the start of negotiations in 
early March. 

If it follows its tradition of 
seeking maximum effect with 
m inim um outlay in terms of 
strike pay, IG Metall is most 
likely to start by calling out sup- 
pliers to the motor industry, 
which employs some BOO, 000 and 
has annual sales of almost 
DM300bn. 

Beyond the pre-strike rhetoric, 
there is wide agreement that Ger- 
man manufacturing industry 
feces a drastic slimming cure as 
it strives to restore competitive- 



U1 tuna turn: Franz Steinkuhler, leader of the IG Metall union 


ness and cut unit labour costs. 
However, most plans, including a 
20,000 reduction in jobs at Mer- 
cedes-Benz are based on natural 
wastage and early retirement 

Recently published estimates 
from leading management con- 
sultancies said the German auto 
industry should reduce its pay- 
roll by 100,000 In the next few 
years, mechanical engineering 
should cut 150,000 jobs and elec- 
tronics 120,000. 

Because forced redundancies 
are rare and difficult to imple- 
ment in the rigid German labour 
market, and unemployment bene- 
fits are around two-thirds of 
basic pay, the employers' threats 
of job losses have yet to make 
much Impression on a workforce 
determined not to see living stan- 
dards undermined. 

Since recent deals have 
included 5.4 per cent for public 


servants, a 5.8 per cent package 
for bank staff, 55 per cent for 
shop workers and up to 7 per 
cent in some small specialist sec- 
tors, Gesamtmetall is considered 
to have little chance of settling 
for much less than 6 per cent 
It will start on May 25. last for 
three weeks and end with about 
5.7 per cent" one expert observer 
forecast yesterday. 

Franco-German corps 
takes shape, Page 2 


Queen Elizabeth 
makes right royal 
Strasbourg debut 


By David Gardner In Strasbourg 

IT WAS os close to a full bouse 
as Strasbourg ever gets, when 
Queen Elizabeth 11 arrived to 
bestow her royal assent on "this 
ever more important Parliament 
of Europe”. 

Downing Street previews of 
what Her Britannic Majesty was 
to tell Euro-MPs hod whipped up 
a fine froth of rontroversy, with 
Conservative Euro- sceptics scent- 
ing a Foreign Office plot to sell 
tlte prerogatives or the mother of 
parliaments down the Rhine to 
the mother-in-law of parliaments. 

Labour European MP John 
Tomlinson, the inspiration 
behind previous invitations to 
the Queen in 1988 and 1990 which 
Mrs Margaret Thatcher’s govern- 
ment had not seen fit to author- 
ise, complained that the eve-of- 
visit storm gave “credibility 
today to a group of yesterday's 
men. wheeled out to give knee- 
jerk reactions to things that 
everybody has now accepted". 

Lively, pre-speech discussion in 
Strasbourg on the insignificance 
of national parliamentary tradi- 
tions when set against the recon- 
ciling enterprise of Europe - the 
bombshell allegedly embedded in 
the Queen's address waiting to go 
off in Westminster - appeared to 
indicate the need for an EC direc- 
tive on the harmonisation of plat- 
itudes. 

It either meant the Euro-scep- 
tics’ nightmare; or it meant there 
are not really any significant dif- 
ferences in Europe's national 
systems; or it paraphrased into 
“please don't mind our parlia- 
mentary idiosyncrasies, which 
are terribly useful when we want 


Mr Jacques Deters, president of 
the European Commission, yes- 
terday vigorously denied that hr 
wanted to rxjmid the powers of 
the EC executive ut the expense 
of small member slate*. "1 have 
never pat forward these propos- 
als," Mr Deters told a Danish 
newspaper, "because I do nut 
intend them. On the contrary, 
the meaning of the Cumraunity 
is that small and big countries' 
are heard with the same Inter- 
est." 


opt-outs of monetary union and 
the social charter*: or perhaps 
even “my ancestors gave up their 
sovereignty so why can't they?" 
Once translated into the nine 
official languages of the Commu- 
nity, the possibilities were likely 
to increase exponent lolly. 

However, a “Buckingham Pal- 
ace spokesman" made clear that 
"as a constitutional monarch. 
Her Majesty speaks on the advice 
of her government". Sn that was 
the end of the bombshell story. 

More than anything else, this 
visit by the only EC head of state 
not to have addressed the parlia- 
ment symbolised the transition 
from Thatcherito hostility to the 
Community to the intention of 
Mr John Major, her successor, to 
put the UK at “the heart of 
Europe**. 

The exercise went off without a 
hitch - unless it was the unsewn 
hem on the Queen's blue coat, 
which prompted a "hem. hero" 
from a noted royalist newspaper. 

Continued on Page 18 
Mater's royal squall, Page 9 


PepsiCo and General Mills to 
merge European snack foods 


By Philip Rawstome In London 

PEPSICO and General Mills, the 
US multinationals, are to merge 
their snack food operations in six 
European countries, creating a 
company with annual sales of 
3640m. 

The joint venture - subject to 
approval by the European Com- 
mission - will combine PepsiCo's 
salty and sweet snack businesses 
in Spain, Portugal and Greece; 
with General Mills’s salty and 
savoury snack and sweet biscuit 
units in France, Belgium and the 
Netherlands. 

The new company will rival 
United Biscuits’ KP Food s for 
leadership in the $25bn European 
snacks market in which other 
main contenders indude Bahlsen 
of Germany, BSN of France and 
San Carte of Italy. 

No cash is involved in the 
agreement announced yesterday. 
PepsiCo will receive a 60 per cent 
stake and General Mills a 40 per 
cent holding in the new com- 
pany. 

PepsiCo Foods International 


will assn me responsibility for 
day-today management with the 
partners naming directors in pro- 
portion to their equity. The ven- 
ture will employ 4,650 people and 
operate eight manufacturing 
plants in the six countries. 

Investment programmes 
already under way will soon 
expand its resources. PepsiCo has 
earmarked $70 m for a new manu- 
facturing plant at Carregado in 
Portugal General Mills is build- 
ing a $55m production facility at 
Raamsdonksveer in the Nether- 
lands. 

Mr Michael Jordan, chairman 
of PepsiCo's international foods 
and beverages, said yesterday 
that the businesses were a per- 
fect fit in terms of geographical 
markets, technology, distribution 
systems and product lines. 

Products marketed by the ven- 
ture, such as PepsiCo's Ruffles 
and Fritos. and General Mills's 
Graino’s and Petato’s, will con- 
tinue to be sold under their exist- 
ing brand names. 

But Mr Jordan added:" The 
combined strength of PepsiCo’s 


salty and sweet snack production 
technology and General Mills's 
expertise in the grain-based 
snack and sweet biscuit segments 
will enable us to provide Euro- 
pean consumers with a wider 
choice of products.” 

Mr Stephen Sanger, executive 
vice-president of General Mills, 
said shared research and develop- 
ment would enable the venture 
to improve product innova- 
tion - a key factor in driving 
market growth. 

It is the second joint venture in 
the European food business for 
General Mills. The group formed 
an alliance with Nestle in 1989 to 
c hallenge Kellogg’s dominance in 
breakfast cereals. 

For PepsiCo, the deal is 
another step forward in its ambi- 
tion to repeat globally the suc- 
cess of its US snack Foods busi- 
ness. Its international snacks 
operations now extend to 24 
countries and are the fastest- 
growing segment of the group's 
activities. 

America recipe. Page 19 


CONTENTS 


European Ntw8 -A3 

WamatlanM Nam G 

Anwioui News 7 

hmW trade News A 

UKNwa GJ 

Weathor — — IS 

Lax 18 



.16 


- .It 





FT Lm Report 

14 

17 


14 


IS 

TV and Radio 

15 


Crossword . 


.38 


UK. 


.2547 


IntJ-Capuma 2X24 

Inti. Companies - 202X24 

Market* 

Co/ftttMttte 28 

FT Actuaries ........29 

FT world Actuaries. 40 


Foreign Exchanges 

Gold Markets 

Equip option; 24 

Managed Funds 32-36 

Money Markets 36 

Recent tssuas 2A 

Share Information 30,31.40 

London SE 29 

Wall Street — 37-40 


■36 Bourses . 


-37,40 


Barneys 

Tl» Reforming of 
Russia. -Separate seetton 
West Norfolk 11-13 


FINANCIAL TIMES ® No 31,757 Week No 20 




LONDON > PARIS - FRANKFURT * NEW YORK - TOKYO 


One of the great designs of this century 
And probably the next. 



The Royal Oalt is instantly 
recognized by its unique 
octagonal shape. 

A classic design, totally 
original in concept, with 
chat extraordinary perfec- 
tion of finish which is the 
hallmark of the master 
watchmakers, Auderaars 
Piguet 
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Decisive, individual, age- 
less. One of a kind, like the 
person who wears it. 

Like the champion golfer, 
Nick Faldo. He unhesitat- 
ingly chose the Royal Oak* 
as his watch. 

One leader, it seems, will 
immediately recognize an- 
other. 



.V«eh Faldo, iwke vinner Of the Master* 
an, I Ibr Open Golf CframptonUnp. 

iUDEMARSPlGlIET 

The master uutcb makers. 

Audemais Piguct & Cie S.A., 1348 Le Brassus, Switzerland 
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German opposition fears Bonn policy towards east is fostering growth of far right 

SPD warns of threat to democracy 


By Quentin Peel in Bonn 


GERMANY'S democratic 
system will be “threatened" if 
there is not an early and radi- 
cal change in government pol- 
icy towards eastern Germany 
and the costs of unification, 
the opposition Social Demo- 
crats (SPD) warned yesterday. 

Accusing the coalition gov- 
era merit of Chancellor Helmut 
Kohl of “disguising" the extent 
of economic collapse in the 
east of the country, of underes- 
timating the costs of recovery, 
and of lacking any serious 
ideas to deal with it. Mr Bjorn 
Engholm. the SPD leader, 
announced his own readiness 
to form an alternative govern- 
ment. 

The escalation in the conflict 
between the opposition and the 
government appears to be a 
direct consequence of a clear 
swing in the latest elections to 
extreme right-wing parties, and 
to growing of the need for 
a grand coalition between the 
SPD and Mr Kohl's Christian 
Democrats (CDU) to deal with 
the unificat ion crisis. 



Metalworkers demonstrate yesterday near Stuttgart in support of their pay claim 


In spite of his blunt criti- they discuss the government's time he has ordered his party 
cism, Mr Engholm has agreed budget crisis, and its entire machine to prepare a complete 
to take part in cross-party strategy for reviving the east alternative government pro- 
talks on May 27, provided that German economy. At the same gramme, to be ready within 


gramme, to be ready within 


two months, in an open chal- 
lenge to the Kohl coalition. 

Yesterday the party agreed 
to call for a new tax surcharge 
on the higher-paid, and on Ger- 
man enterprises, to reduce the 
yawning public sector deficit, 
currently running at DM45bn 
for central government alone. 

The direst warning came 
from Mr Haraid Ringsdorff, 
chairman of the Social Demo- 
crats in the eastern state of 
Mecklenburg-Vorpommern, 
who warned that “parliamen- 
tary democracy will be in dan- 
ger" if there was no improve- 
ment in the eastern economy. 
He said evidence from schools 
in the former east Germany 
suggested that half the pupils, 
even in the elite "gymnasium" 
schools, were listening to par- 
ties from the extreme right 

He said that the real level of 
unemployment meant that one 
in every two potential workers 
was Jobless In many areas, and 
be called for a change in the 
entire industrial strategy of the 
Treuhand privatisation agency 
to promote active restructuring 
of old enterprises. 


Franco-German 
corps takes shape 


By Quentin Peel In Bonn and 
David White in London 


FRANCE and Germany will 
next week finalise the concept 
and tasks of their planned 
European defence corps, 
including an independent com- 
mand structure, which could 
run into strong objections by 
other Nato member states. 

A joint Franco-German mili- 
tary delegation yesterday met 
UK defence officials to try to 
allay British fears that the 
attachment of German units to 
the corps would conflict with 
Nato planning. 

The German embassy in Lon- 
don described the talks as 
“constructive". 

Chancellor Helmut Kohl said 
yesterday that the planning 
staff for the corps, intended 
to be the nucleus of a future 
fully-fledged European defence 
arm. would begin its work in 
July. 

According to government 
officials in Bonn, the two sides 
have ironed out their principal 
differences, and will set a time- 


table culminating in final 
establishment of the corps in 
October, 1995. 

They ysrifl Mr Kohl and Presi- 
dent Franqois Mitterrand 
would sign a treaty on the cre- 
ation of the corps at a summit 
at La Rochelle in France on 
May 21-22. 

The chancellor said any 
other member states of the 
Western European Union were 
Invited to join the unit, which 
will be built on the existing 
Franco-German brigade and i6 
inten ded to be put under the 
WEU umbrella. 

The German troops in it will 
also remain assigned to Nato. 

The fear of some other Nato 
members, including Britain, is 
that tbe command arrange- 
ments for the new corps will 
dilute the German units' com- 
mitment to Nato and interfere 
in their full participation in 
Nato exercises. 

Tbe German argument is 
that, on the contrary, the plan 
will bind the French contin- 
gent in the force more closely 
to Nato forces. 


Delors 
denial on 

Brussels 

powers 


By David Gardner In 
Strasbourg 


European freedom of movement may end at Dover 


B RITAIN’S long-simmering dis- 
pute with the European Com- 
mission over frontier controls 
is coming to the boiL just in time to 
embarrass the UK government as it 
takes over the EC presidency in the 
second half of this year. 

As in so many aspects of Commu- 
nity policy, the issue boils down to a 
matter of trust. WEU Britain trust its 
partners sufficiently to remove all 
controls on people and goods entering 
the UK from the rest of the EC? The 
short answer at the moment is: no. 

The dispute stems from the 1986 
Single European Act’s commitment to 
a single market defined, in Article 8a. 
as “an area without internal fron- 
tiers" by the end of 1992. 

Britain contends that this freedom 
of movement only applies to EC citi- 
zens, and that, as Mr Douglas Hurd, 
the UK foreign secretary, stressed this 
week, “we are justified, indeed have 
the obligation, to maintain our con- 
trols on non-Community citizens". 

But, technically, it is impossible to 
check the passports of non-EC “goats" 
without also checking the credentials 
of the EC “sheep". 

Last week, the Commission deliv- 
ered a long-expected legal opinion 


David Buchan 

reports on 
Britain’s row with 
its EC partners on 
border controls 


that Article 8a requires an end to all 
controls, and was confident that, if it 
had to take Britain to the European 
Court of Justice, it would win. 

Such a legal battle could take a long 
time. In the meantime, there are 
pressing and expensive tasks such as 
changing the infrastructure at EC air- 
ports. if there really is to be a EC-wide 
free travel zone. 

The Commission has been so abso- 
lutist in its interpretation of Article 
8a, because it fears that if frontier 
controls remain for just one reason - 
checks on travellers - they can be 
used as an easy pretext for the return 
of checks on goods, for fiscal, secu- 
rity, health purposes. In fact, the UK 
Customs and Excise is busy prepar- 
ing, like its counterparts elsewhere in 


the EC, to move its fiscal checks 

inland 

Brussels has set aside Ecu 400m 
(£280m) to retrain or re-employ the 
250,000 customs agents who will be 
put out of work. From next year, 
truck drivers will no longer have to 
stop at intra-EC border posts (except 
perhaps on the Danish-German bor- 
der) to file VAT and excise docu- 
ments. 

There is far less progress in finding 
alternatives to other border checking 
activities such as controlling the 
movement of drugs, explosives, art- 
works, and hi-tech goods of military 
potential. 

Some problems appear intractable 
such as how to get rid of the quaran- 
tine which the UK and Ireland impose 
an tbe import of cats and dogs. 
Finding alternative ways of checking 
drugs, explosives and rabid animals, 
are essential if Britain is to stop con- 
trolling tbe entry of people from other 
points in the EC. 

However, of even greater concern is 
the need to improve controls on the 
EC's periphery. There is growing 
migratory pressure on the EC, tradi- 
tionally mainly from north Africa, but 
now from eastern Europe. 


All 12 EC states are, in principle, 
ready to sign a convention “on the 
crossing of external frontiers” of the 
Co mmuni ty. But the convention is 
held up by an Anglo-Spanisb dispute 
about Gibraltar, with the UK wanting 
its colony treated as part of EC terri- 
tory, but Madrid insisting that travel- 
lers from the Rock to Spain are cross- 
ing an “external" frontier. The 
Portuguese presidency of the EC is 
trying to broker a deal. 

But this “external" convention 
seems not to be enough for Britain to 
drop its “internal" guard. 

It would set agreed rules for issuing 
visas to third-country citizens, for 
which a common policy is provided in 
the Maastricht treaty. It would lead to 
the Twelve exchanging information 
on undesirable aliens. It would also 
require each state to impose immigra- 
tion controls on incoming aircraft, 
ships, cars and buses, which the other 
11 could - but need not - rely on. 

The convention contains a British- 
inspired declaration that other (Le 
internal) controls nan be maintain ed. 

The Dublin convention on the treat- 
ment of asylum-seekers has also been 
signed by the Twelve, though only 
ratified by Denmark and Greece. 


Absent from this convention is the 
trust apparent in the 1990 Schengen 
treaty setting up a free travel zone 
between Germany, France, Italy, 
Spain. Portugal, and the Benelux 
countries. (Greece now wants to join 
Schengen.) 

This ter-reaching pact provides for 
elaborate co-operation between the 
eight countries' police and immigra- 
tion forces. But it has not proved 
quite the trail-blazing treaty it was 
intended to be. Only France has rati- 
fied it, and it has run into difficulties 
in the Dutch parliament 

None the less, in Brussels’ view, 
Britain remains the main obstacle to 
a frontier-free Europe. True, Denmark 
is dithering about dropping controls 
because of its passport union with 
Nordic countries. But this will be 
eased once they join the EC. Ireland 
will probably follow the UK lead. 

Given Britain's islan d geography, it 
is “plain common sense". Mrs Mar- 
garet Thatcher, the former UK leader, 
used to say. for it to keep controls. 
But if other countries show they can 
enforce proper controls on their parts 
of the EC’s external rim. it will 
become plain common sense for Brit- 
ish officialdom to abandon Dover. 


Russians to 
take over 
N-forces 


By Dmitry Vkok in Moscow 


THE RUSSIAN government 
plans to take over at least part 
of the Commonwealth of inde- 
pendent States strategic 
nuclear forces, the deputy 
head of the CIS general staff, 
Lieutenant-General Victor 
Barynkin, said yesterday. He 
did not specify what propor- 
tion, saying tills had yet to be 
negotiated. Gen Barynkin said 
President Boris Yeltsin had 
approved the plan last week. 

This decision runs counter 
to a CIS agreement last 
December under which all for- 
mer Soviet strategic nuclear 
forces were to remain under 
CIS joint command. 

Russia also wants to create 
its own missile early warning 
system. Gen Barynkin said the 
existing system could be “fall 
of holes” once Azerbaijan and 
Ukraine took over radar sta- 
tions on their territory. 


EUROPEAN Commission 
president Jacques Delors vigor- 
ously denied yesterday that he 
had any intention of trying to 
increase the powers of the 
Community's executive at-the 

expense of small member- 
states as the precondition for 
admitting new EC members. 

He made his denial in an 
interview with the Danish 
newspaper Politiken in an 
attempt to scotch rumours 
before next month’s delicately 
poised referendum in Denmark 
on the Maastricht treaty. 

Mr Delors was reported to 
have been canvassing changes 
to it possible for a bigger 
Community to function. Deci- 
sions are already slow in com- 
ing with 12 member s in EC 
institutions set up to accommo- 
date the original six member 
states. 

A smaller Commission, with 
greater supranational powers 
but more accountable to the 
Council of Ministers and the 
European Parliament, was the 
central idea Mr Delore is said 
to have been considering. 

The suspicion was that such 
a Commission would woken 
the role of the six-month rota- 
ting presidency of the Commu- 
nity. 

This would weaken the posi- 
tion of small member states, 
which hold it just as often as 
the large, core countries, while 
the latter would maintain their 
influence through more promi- 
nence in the new executive. 

Mr Delors said yesterday 
that criticism of his alleged 
intentions was “based on 
untm thftiln ess and lies. 

“I have never put forward 
these proposals, because I dp 
not intend them. On the con- 
trary the meaning of the Com- 
munity is that small and big 
countries are heard with the 
same interest.” 

Earlier this week, Mr Uffe 
Elleman-Jeusen, Danish for- 
eign minister, warned him that 
the widespread rumours were 
endangering the outcome of 
tiie referendum in Denmark 
and could cost Mr Delors his 
job. 


CONTRACTS & TENDERS 


Umlliiig performance. 
Razor-sharp handling. 
Rather good contract 
hire and leasing scheme, 


THE 

EARTH 

SUMMIT 


INVITATION TO TENDER 
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• Tig hter road control. 

Everything pales in comparison with the 
Peugeot 405. Its outstanding ride and 
road-holding make it the most exciting 
car in its class. And recent refinements 
across the range (which includes petrol, 
diesel and estate models) make it one of 
the best equipped. 

•Tig hter financial control. 

Our contract hire and leasing scheme on 
the 405 is, however, very attractive in 
its own way. 

It means your valuable capital is not tied 
up in depreciating assets. Furthermore, 
as you can see from the table, our rates 
are highly competitive. 


A RANDOM SELECTION OF PRICES 


uorox 

LEASE 

UOWTHLT TERMINAL 

BELIAL RENTAL 

CONTRACT HJJUV 
JWIULT 
RENTAL 

406 Style 1.6 

££16.60 

53341.00 

| 5262.71 

405 Style Diesel 

£20214 

5462050 

523&21 

405GL J.fl 

5243.27 

5422200 

52772S 

405 GLUT 

5242^0 

S6719D0 

527&S3 

406 Style Diesel Esi 

£21751 

56212.00 

534916 


• Back-u p. 

Of course, you can always rely on the 
nationwide network of Peugeot dealers 
to service and maintain your car. 

• Ring u p. 

For more details, ring your local dealer. 
You’ll find the number in your Yellow Pages. 


Peugeot Contract Hire & Leasing 


The Earth summit in 
Rio de Janeiro aims 
to bring together 
more than 160 World 
leaders to discuss the 
environmental 
agenda for the future. 
On 

May 29 1992. 
the Financial Times 
will publish a survey 
entitled The Earth 
Summit which will 
examine the prospects 
for the summit, its 
scope and likely 
outcomes. This 
survey will attract 
widespread interest 
amongst, the 
Financial Times 
business readership 
world-wide for whom 
environmental issues 
continue to be of 
major importance. 
42% of Chief 
Executives in 
Europe’s top 
companies ranked the 
protection of the 
environments among 
the top three future 
developments likely 
to have greatest 
impact on their 
business in the near 
future. If you want to 
reach this influential 
audience, call 
Alicia Andrews: 
on 071 873 3565 
or fax 071 873 3061 


The Members of the European 
Parliament have recently created a 
Voluntary Pension Scheme (The 
*SchemeT)/ to provide pensions for 
Members and their dependents. 

They intend to appoint an 
investment advisor and manager, 
a custodian bank and an 
administrative agent and 
subsequently set up an Investment 
fund under Luxembourg law to 
hold assets of the Scheme. 


can provide a combined package. 
Applicants should provide details of 
the structure of their -institution and 
its staff and a brief statement of 
relevant experience in providing the 
required services. 

Suitable candidates will 
subsequently be contacted and 
requested to submit a detailed 
tender. 


Applications are invited from 
established financial institutions 
with substantial and wide ranging 
experience of managing the 
investments of pension schemes, 
custodian banks and experienced 
Luxembourg administrative agents 
to provide these services on betiolf 
of the Scheme. Applications are 
invited from both institutions that 
can provide th8 required sendee 
on a separate basis or those that 


Closing date for the submission of 
notice of intent to tender is 1 st June 
1992. 


Applications should be sent to: 
Coopers & Lybrand, B.P. .1446, 
16, rue Eugene Ruppert. L-1014 
Luxembourg. Attn: Dtdier Mouget, 
Alistair Impsy. 
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Weekend FT 


residential 

property 


RESIDENTIAL PROPERTY 

SUPPLEMENT 


SATURDAY 16th MAY 


PORTLAND PLACE W1 

Attractive refurbished 
three bedroom mews house 

TO LET 

Michael, Burg, DaJI + Partners , 
(071)723 9199 


Are you looking to buy or lease residential properly 
in the U.K. or abroad? 


PERSONAL 


- THE LION GOES FROM STRENGTH TO STRENGTH. • 


F0H A 3 CONTRACT. *WOO MIL5S ■* TOTAL, 0ASCDUWN 3 BEKTRLS IN ADWWCETOLLOlttD BV33 RENtttSJLTEWWLRENlW. 
IS REOllireD AS SHOWN FOR FINANCE LEASE OHLV ALL RENTALS ABE SUBJECT TO WAT FOP BUSINESS USERS CWLY PRICES CORRECT ATQATE OF PUBUGWON. 


Dote source; Chief 
Executives in Europe 1990 


Don't miss this special 12 PAGE COLOUR 
SUPPLEMENT devoted to residential property. 


PUBLIC 

SPEAKING 


FT SURVEYS 


The supplement will include informative editorial . 
an essential read for any home owner. 


Training and 
speech writing by award 
winning speaker. First 
lesson free. 


Tel: (0727) 861 133. 
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Machine tool 
industry holds 
EG crisis talks 
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By Andrew Baxter 

LEADERS - of Enrope's 
recession-torn machine tool 
industry are holding crisis 
talks with the European Com- 
mission in an attempt to win 
agreement on the first BGwicte 
industrial policy for the sector. 

The initiative by file JlSbn 

European sector reflects fears 
that the recession has seri- 
ously damaged the competi- 
tiveness of a strategically 
Important industry. Ouipat fell 
by 8-10 per cent test year, doe 
to the near-total collapse of 
east European business mud a 
sharp decline In the OS and 
western European markets. 

The downturn has exposed 
the financial weakness of a 
fragmented Industry of l£00 
producers, arid raised ques- 
tions about the survival of sev- 
eral leading cwnpanies. 

The .talks are being spear- 
headed by Cedmo, the 
umbrella body tor 12 European 
machine tool associations, 
which earibw this year "submit- 
ted to the EC a document out- 
lining the sector’s plight and 
listing a raft of short- and 
medium-term measures. 

Cedmo wants an EC frame- 
work programme to revive 
mannfart^irfftg Investment by 

Europe’s hw^hwmI ongitww . 


ing sector, through measures 
such as tax changes, faster 
depreciation, capital grants 
and lower interest rates. 

Financial and fiscal mattes 
are still the responsibility of 
EC member states, hut Cedmo 
Is keen that Individual conn- 
tries can select from a range of 
initiatives which will not be 
Mo cked by the EC. 

Medium-term measures 

frgf fpr ffTtonrttgl ftnri ffa . 

cal incentives to cany out 
cross-border mergers, and 
improved access to EC 
research and development pro- 
grammes for the industry’s 
predominantly email and medi- 
um-sized companies. 

But the organisation also 
wants, ns a priority, the cre- 
ation of a “European pool" for 
Tnarhbw> tool control systems, 
mo toes and drives to challenge 
the supremacy of. Ramie, the 
Japanese producer. 

Cedmo’s approach to the EC 
has been encouraged by the 
Bangemasn paper of Novem- 
ber USD which laid out a new 
industrial policy strategy for 
the Community. The group is 
hn p hi g for an EC wwwnrmiwi- 
tiem on the mechanical engi- 
neering industry in the 
half of this year, in which the 
problems of file machine tool 
industry would be addressed. 


Greece cuts taxes in 
fiscal reform package 


By Kerin Hope In Athens 

THE Greek government 
yesterday launched a wide- 
ranging fiscal package 
Intended to boost revenues 
through broadening the tax 
base and curbing tax evasion.' 

The new legislation, tabled 
in parliament, is also expected 
to promote growth by stream- 
lining corporation tax, at pres- 
ent hemmed in by complex reg- 
ulations which serve as a 
disincentive to investors, 
finance ministry officials said. 

Reduced income tax rates 
introduced in the MU win at 
first cause a sharp drop in rev- 
enues, - estimated at about 
Dr50bn (S2G0w) for 1992. 

The - top Income tax rate wifi" 
fall from . 50; to 40 per cent, 
while the threshold for paying 
income r tax rises to Drlm, 
excluding junior civil servants 
and other white-collar workers. 
In 1993, the top income tax rate 
wQl drop to 30 per cent 

Tax on oorporate profits, cur- 
rently between 43 and 50 per 
cent is reduced to a single 35 
per cent rate and companies 


are required to revalue fixed 
assets every four years. 

Stricter penalties for tax eva- 
sion include lifting of bank 

rmrflilgntigHty confiscation of 

professional licences and jail 
sentences for major offenders. 

Greece’s most notorious tax 
evaders are self-employed pro- 
fessionals such as doctors »wH 
lawyers who avoid issuing 
receipts for their services. 
Under the new system, doctors 
must keep registers of their 
patients and lawyers are to be 
taxed under a co-efficient 
worked out with their immn 

The black economy in Greece 
is estimated to have grown 
from 25 to 40 per cent of gross 
domestic product over tira past 
decade, indicatingihatnhengDV 5 " 
eminent loses more than 
Dr400bn in revenues every 
year. 

Hopes of making the fiscal 
reforms effective rest on a new 
computer system now being 
installed, with the capacity to 
cross-check tax returns nation- 
wide. By mid-1993, all Greek 
internal revenue offices should 
be computerised. 


Creditor banks press 
for Polish debt talks 


By Christopher BofalnaU In 
Warsaw end Anthony ; 
Hobinaoh in London 

POLAND’S commercial bask 
creditors want to start "con- 
structive negotiations as soon 
as possible" on re-scheduling 
the country’s $11.8bn bank 
debt. . However, Mr Jeffrey 
Stockley, head of a working 
group of the London Club of 


The nuacH TtBM (Empc) IM 
Published by The Financial Times 
(Europe) GmbH, Frankfurt Branch. 
NibclungeopIaCZ 3, 6000 

Frankfurt-am-Main I: Telephone 40 69 


156850; Fax 49 69 


Telephone 

5964481: 


Telex 


Nru-tsenbiirg 4. Responsible editor: 
Richard Lambert, Financial Times, 
Number -One; Southwark Bridge, 
London SEI 9KL. The Financial- Times 
Lid, 1992. ." . 

Registered office; .Number One. 
Southwark Bridge, London SEI 9HL. 
Company incorporated under the laws 
of England and Wales. Chairman: 
DJEJ*. Palmer. Main shardukien: The 
Financial Times Limited, The Financial 
News Limited- Pubtahm* director J. 
RoBoy. 168 Rne de RttoK. 75044 Paris 
Codex 01. TeL <01)4297 0621; Fox: (01) 
4297 0629. Editor. Rkiard . Lambert. 
Printer SA Nord Brian; 1 5/21 Rne de 
Cain. S910 0 Ro ubaht C c de x 1. ISSN: 
ISSN 1148-2733. C trmmhji oQ Pari laire 
No 67S0SD. 

Financial. Times (Scandinavia) 
VimmeUkaftct 42A, DK-I16I 
CopenhagM'X. Daumik. Tele p hone 
(33| 13 44 41. Fax (33) 93S335. 


official creditors, confirmed in 
Warsaw yesterday that talks 
would not resume until the 
government reached agree- 
ment with the IMF. 

Poland is seeking a 50 per 
cent reduction in its commer- 
cial bank debt to match the 50 
per cent cut in its $33bn official 
debt agreed last year with the 
Paris Club of western govern- 
ments. 

Mr Andrzej Olechowski, act- 
ing finance minister, said that 
final consultations with the 
IMF would take place next 
month. He himself resigned 
last week over a parliamentary 
vote for higher government 
spending which puts an IMF 
deal in doubt. 

Officials taking part in the 
IMF talks said that an agree- 
ment with Poland could be 
completed by the end of July, 
provided the IMF board 
accepted a Polish letter of 
intent. One of then said that a 
positive outcome depended on 
the Polish authorities being 
able to demonstrate their abil- 
ity to keep the budget deficit 
below Z1 65,500bn (giTbn) or 5 
per cent of GDP. 

On Monday Mr Olechowski 
said that such a deal might be 
possible if the government 
could delay spending ^ extra 
$2bn on public sector pay and 
pensions approved by parlia- 
ment last week until 1993. 
Before any agreement can be 
signed, however, parliament 
must accept this year’s budget 
In a crucial vote expected 
within the next fortnight 


COUNTER ELECTRONIC BUGGING 


Bugging Is A Threat: Media Repots Ait The Tip Of The Iceberg 

ARE YOU BONG BUGGED? 

TRAWL SERVICES LTD 

HAS BEEN PROTECTING FWANCIALttiSfnWTOJ|Kf . 
COMMERCIAL CORPORATIONS AND INDIVIDUALS FROM 
THIS THREAT FOR SOMETIME. 

' TO ENSURE THAT YOUR COMMERCIAL SECRETS 

remain secret, or to protect your privacy 

CONTACT: 

RJKAN& SAINT ANN’S MANOR, SAU5B0RY, SP1 IDN 

TEL: 0321 414241, 414564: FAX 0722414375 


Protests 
grow in 
Dushanbe 

MOSLEM and democratic 
opposition demonstrators In 
Tapkistan. describing govern- 
ment concessions as inade- 
yua to, dpragwdii the resigna- 
tion of President Rakhmon 
Nabiyev yesterday. Renter 
reports from Dushanbe. 

Thousands packed into a 
central square in the capital 

Dushanbe, keeping up pres- 
sure on Mr Nabiyev after 
seven weeks of zrnrest is 
which nunc than 100 people 
have been reposted killed in 
the former Soviet republic bor- 
dering China and Afghanistan. 

Many voiced discontent with 
Monday's a g ree men t between 
opposition leaders and. Mr 
Nabiyev, a former Communist 
Party boss elected last Novem- 
ber, on forming a coalition 
government and creating an 
in t erim legislature until new 
parliamentary elections are 
held next December. 

The Infinential Tajik poet 
Bozor Sabir captured the mood 
of the people with a roaring 
speech. 

“Most of you are not hap- 
py_and I am not happy. Even 
before the mwwIh-j I called 
an Nabiyev not only to resign 
bnt to leave the republic," be 
said. 



Divisions ease 

France 



Giscard d'Estaing: broke ranks with the Gaullists and advocated a Yes vote 


By Ian Davidson In Paris 

DEEP divisions in the ranks of 
France’s opposition conserva- 
tive parties yesterday seemed 
to promise the government a 
comfortable majority on its bill 
to revise the French constitu- 
tion, as the prelude to ratifica- 
tion of the Maastricht Treaty 
on European union. 

The leadership of the right 
wing Gaultist party put for- 
ward four amendments to the 
hill in the hope of being able to 
present a united front with the 
centre-right UDF umbrella 

grouping. 

But former President Valery 
Giscard d’Estaing, leader of the 
UDF, swung the prospects for 
the vote by breaking ranks 
with his ostensible Gaullist 
allies, and advocated a Yes 
vote in Parliament 

Ultimately, almost all of Mr 
Giscard d'Eriaing’s party, and 
all of the Centrists, were likely 
to vote with the government 
because they are in favour of 
European integration in gen- 
eral and of the Maastricht 
Treaty in particular. 


treaty 

Mr Giscard d’Estaing out 
through lbe Gaullists’ proce- 
dural manoeuvering, which 
was set to delay a vote until 
late last night w today by dis 
sedating himself from two ul 
their four amendments. 

He declined to join their 
opposition to giving residents 
from other Community twin 
tries the right to vote in 
French local elections He also 
dismissed the Gaullist demand 
that the constitutional revision 
should assert France’s right of 
veto in the Community, by vir- 
tue of the so-called "Luxem- 
bourg Compromise". 

• The Folketing yesterday 
approved the Maastricht treaty 
on European Union by 120 
votes in favour tu 25 against 
with one abstention, HUnrv 
Barnes reports from Copen- 
hagen. The treaty will be sub- 
mitted for approval to a popu- 
lar referendum on June Z The 
referendum result will be bind 
ing on the Folketing. 

Opinion polls indicate that 
the popular vote will be much 
closer than the ixtrlcuncntary 
vote. 


9 Minutes . 
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The amount of time the Commonwealth Bank of Australia saves ever y 
use a Microsoft? Client-Server network solution to open an account 
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NEWS: WORLD TRADE 


Co-operation produces better results than coercion, says a World Bank report intended to fuel debate at the Earth Summit next month 

Environment better served by free-trade carrot than protectionist 



PUNISHING 
poor countries 
through trade 

jmg/n sal* io 

wjgjf help protect 
the global 
environment, the World Bank 
concludes in a report published 
this month. 

While free trade is no pana- 
cea, co-operation will produce 
better results than coercion, it 
says. Developing countries, in 
particular, should not be forced 
to take action they cannot 
afford, such as stricter environ- 
mental legislation. “In the case 
of worldwide global problems 
like global warming or in the 
case of regional problems like 
acid rain, there is no viable 
alternative to international 
co-operation," says Mr Law- 
rence Summers, vice-president 
and chief economist, in his 
foreword to the report on trade 
and the environment. 

The study focuses on the 
pressure in the developed 
world for trade bans and other 
punitive action against coun- 
tries whose environmental reg- 
ulation falls below the stan- 
dards of other countries. 
Blanket harmonisation of envi- 
ronmental regulation, sought 
to ensure fair competition 
between exporters, is inappro- 
priate and runs counter to 
accepted principles of Interna- 
tiona] trade, it argues. 

The report, intended to fiiel 
debate at the Barth S ummi t in 
Rio de Janeiro next month, 
acknowledges that the failure 
to take proper account of envi- 
ronmental costs has ted in 


some cases to environmental 
degradation- It examines six 
broad themes: how trade and 
environment policy are linked; 
whether “dirty" industries 
migrate in the face of higher 
environmental standards; 
whether higher standards hurt 
competitiveness; whether lib- 
eral trade, and the Quest for 
economic growth underp innin g 
it, necessarily results in degra- 
dation of the environment; 
how protectionists have cap- 
tured environmental issues to 
aid their cause; and how inter- 
national trade co-operation, 
including measures aimed at 
forcing harmonisation of envi- 
ronmental policies, can help to 
protect the environment 
Attention should be paid to 
sustainable development, the 
use of unexploited natural 
resources, energy consump- 
tion, the possibility of environ- 
mental accidents, and threats 
to the “global commons" 
including the oceans, the ozone 
layer and the world’s forests, it 
says. Among its main conclu- 
sions, the report says: 

• Companies have no environ- 
mental grounds on which to 
demand tariff protection 
against imports from countries 
with less rigorous environmen- 
tal rules. Nor are there good 
economic grounds, since the 
cost of meeting environmental 
standards account for such a 
small proportion of total costs. 

• There Is no evidence that 
“dirty" industries migrate to 
countries because their envi- 
ronmental standards are lax, 
and there is scant economic 
sense in doing so. 


David Dodwell 

examines a study on 
pressure in the 
developed world for 
punitive action 
on environmental 
grounds 

9 International harmonisation 
Of environmental standards is 
not necessarily a sensible aim, 
and may be used by govern- 
ments to delay domestic envi- 
ronmental reform. In develop- 
ing countries where poverty 
alleviation is a greater priority 
than environmental protection, 
different environmental stan- 
dards may be valid. 

• Trade bans, punitive tariffs 
or other forms of coercion are 
unlikely to be effective: “Coun- 
tries coerced into action by 
threats are unlikely to comply 
either very thoroughly or for 
very long, leaving the environ- 
mental outcome in doubt,” 
says Mr Summers. “When con- 
sumption in the petitioning 
country is 20 times that of the 
country asked to bear addi- 
tional costs for environmental 
improvement, or when coun- 
tries are asked to forgo the 
benefits of their natural 
resources, equity more than 
economic logic suggests that 
threats to reduce poor coun- 
tries' incomes further by trade 
restrictions are inappropriate. n 

A recurring theme in the 
report is the “strong prefer- 
ence" governments show for 


Protectionist countries have 
become pollution havens 


SCANT evidence exists that 
pollutive industries migrate to 
countries where environmental 
standards are lax, the study 
concludes. Closed, protection- 
ist countries have become “pol- 
lution havens", it says, contra- 
dicting environmentalist views 
that economic growth and free 
trade lead to environmental 
degradation. 

The report shows developing 
countries have seen rapid 
growth of pollutive industry, 
due to the stage of industrialis- 
ation these countries are going 
through, rather than to invest- 
ment targeted to escape tough 
environmental rules. Pollutive 
industry, those that spend 
heavily on controlling or treat- 
ing resulting pollutants, is still 
concentrated in First World 
countries. 

Industrial countries account 
for three-quarters of trade in 
the products of “dirty indus- 
try", with the EC accounting 
for 40 per cent While North 
America has in the past 25 
years cut its share of euviron- 
men tally dirty goods by one 
third from 20.5 to 14 per cent, 
the rapidly industrialising 
countries of south-east Asia 
have more than doubled their 
share from 3.4 to 8.4 per cent 
Concentrations of dirty indus- 
try are greatest in eastern 
Europe, where they accounted 
for more than a quarter of 
exports: "There is clear evi- 
dence of a relative decline in 
the importance of these prod- 
ucts in industrial countries' 
exports, while increases are 
observed in eastern Europe, 


Latin America and West Asia.'' 

The report traced no evi- 
dence of Investment decisions 
influenced by variations in. 
environmental standards. 
Research in Chile, which has 
no controls on industrial emis- 
sions and is open to trade and 
foreign investment, shows the 
opposite: “Openness to foreign 
investment and absence of bar- 
riers to technology imports 
encourage multinationals to 
invest in Chile, and ensure 
domestic producers will have 
to compete with them. Open- 
ness in Chile is associated 
with, if not contributing to, the 
opposite of the pollution haven 
effect.” Companion studies of 
Latin American countries 
show more open economies 
end up with “a cleaner set of 
industries": “Developing coun- 
tries selling their environment 
cheaply have little to offer 
investors, against those offer- 
ing a cheap, efficient labour 
force, to take one example". 

By contrast, east European 
protected economies show “the 
extravagant carelessness with 
which the environment has 
been treated there”. Less than 
5 per cent of Poland’s river 
water is drinkable, with 40 per 
cent so polluted that it cannot 
even be used in industry. 
Czechoslovakia, east Germany 
and Poland have nitrous oxide 
emissions twice those of 
France, Italy or west Germany, 
with sulphur dioxide emissions 
10 times higher. 

“Environmental degradation 
of eastern Europe is mainly 
explained by political suppres- 



“dlrect command and control 
measures, which come far 
down In the efficiency hierar- 
chy” when it comes to tackling 
environmental problems. Gov- 
ernments “have omitted to 
give adequate consideration to 
the justification for measures 
they have adopted, or to the 
nature of the options avail- 
able”, the report concludes. 

Confirming the findings of a 
report by the General Agree- 
ment on Tariffs and Trade 
(Gatt) published In February, 
the World Bank accepts that 
trade measures may be justi- 
fied as environmental policy 
“in very narrowly defined cir- 
cumstances”, but that “there is 
almost always a better way of 
meeting environmental objec- 
tives." It rejects the “deep ecol- 
ogy” view that environmental 
assets such as rain forests or 
endangered species have infi- 
nite value. From this, it follows 
that countries have a right to 
decide what value they give to 
environmental quality, traded 
against the need to provide 
jobs, relieve poverty, provide 
proper health care and educa- 
tion. “Environmental stan- 
dards and pollution abatement 
and control activities will be 
different among countries, and 
there is no valid presumption 
in favour of uniformity or har- 
monisation," says Mr Patrick 
Low, the report's editor. 

While the report challenges 
the claim tha t a failure to har- 
monise environmental stan- 
dards will result in “dirty" 
industries migrating to coun- 
tries with lax standards, it con- 
cedes that the amount of 
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“dirty” industry output in 
developing countries has 
grown steadily over the past 
two decades. It suggests, how- 
ever, that this has more to do 
with the stage of industrialisa- 
tion of many developing coun- 
tries than any other factor. 

Studies in Chile and more 
widely across Latin America 
also contradict the claims that 
free trade leads to environmen- 
tal degradation and that indus- 
tries migrating to developing 
countries seek comparative 
advantage in their lower envi- 
ronmental standards. 

“The more open an economy, 
the more rapidly clean technol- 


ogy is adopted and diffused”, it 
says. It also suggests that mig- 
rating companies have 
imported their technologies 
with them, rather than 
exploited lower local environ- 
mental standards. Several rea- 
sons are given for this: compa- 
nies have become fearful of 
liabilities arising in the event 
of environmental accidents, 
and are sensitive to the 
demands of “green” consumers 
in export markets. 

They economise by using 
common production standards 
in all plants, wherever they are 
based, and find it cheaper to 
start new plants with state-of- 


the-art technology rather than 
face the comparatively expen- 
sive prospect of “retrofitting" 
ageing plant They also have to 
anticipate that developing 
countries will over time 
demand more stringent envi- 
ronmental standards. 

The report attacks the case 
for protecting industries forced 
to meet high environmental 
standards because research 
shows the costs of pollution 
abatement and control to be 
small. Even in the US, which 
has generally high standards, 
these costs add up to an aver- 
age (154 per cent of a compa- 
ny’s overall costs. Even in the 


cement industry; which pays 
more for pollution control than 
any other, it accounts for justs 
per cent of costs. 

It argues that any attempt In 
the US to introduce a tax. to. 
“level the playing field" would 
be “strongly suggestive of a 
protectionist reflex, with little 
or no environmental Justifica- 
tion’*. It alerts environmental- 
ists. who have often allied with 
protectionists in trade issues, 
that this provides a good exam- 
pie of how protectionist inter - 
ests have no concern for better 
environment standards'-* only 
for the elimination of competi- 
tive disadvantage. 

“Trade restrictions are an 
economically costly means for 
one country to use in trying to 
induce another to {taka proper 
account of pollution costsl, and 
they do not guarantee success 
in terms of the environmental 
outcome.” 

The report examines options 
to compensate developing 
countries undertaking environ- 
mental protection - including 
resh transfers, debt-for-nature 
swaps, technology "transfers 
and sanctions for nature^ it 
concludes that only the trans- 
fer of dean or pollution-reduc- 
ing technology is without 
adverse side effects. 

* International Trade and the 
Environment, edited by Patrick 
Low. Available from the Wald 
Bank. 

The World Bank's annual 
World Development Report , to 
be published next week is dedi- 
cated to a study of environmen- 
tal issues, and will be examined 
in the FT on Monday. 


sion of consumer choice.” 

Four reasons are given why 
dirty industry migration is not 
a matter of environmental con- 
cern: 

• Scant evidence exists of 
such migration; costs of com- 
pliance with environmental 
regulations are low as a pro- 
portion of total costs, so do not 
influence location; 

• Legal liability and reputa- 
tion in a company's home mar- 
ket weaken the temptation to 
cut environmental costs in a 
world of rising environmental 
standards; companies antici- 
pate rising environmental stan- 
dards in developing country 
markets by introducing state 
of the art technology in the 
first place. 

To test whether tariffs ought 
to be used to induce countries 
to raise environmental stan- 
dards. the report examines US 
industry demands for a “pollu- 
tion tax” on Mexican exports 
which are subject to laxer envi- 
ronmental regulations. It finds 
total pollution abatement costs 
across US industry amount to 
0.54 per cent of total costs. The 
cement Industry carries high- 
est costs, at 3 per cent The 
report concludes: "It is not 
obvious that the threat or 
imposition of trade restrictions 
will have a positive effect on 
environmental quality.” The 
US policy would be flawed 
because it would be “driven by 
considerations of competitive- 
ness, not environmental qual- 
ity”. That would amount to 
“had environmental policy and 
bad trade policy". 


Tale of the Hardwood curbs could deplete forests 

sheep and a 
grizzly bear 


A GRIZZLY bear may be bad 
news to sheep formers, bat an 
environmental asset to the 
wider public. Does a govern- 
ment kill the bear, or compen- 
sate farmers for lost sheep? If 
it kills the bears, are other 
governments entitled to pro- 
test by banning imports of its 
sheep meat? Gatt, which 
polices world trade, believes 
countries should have freedom 
to decide how to resolve their 
environmental problems, and 
other countries are wrong to 
use trade instruments against 
them if they disagree. 

This challenge to the use of 
extra-territorial sanctions to 
force “good” environmental 
practices on other countries 
has aroused anxiety that a 
lack of international agree- 
ment on environmental stan- 
dards and practices will make 
it a “pig in the middle" in 
trade disputes. The DS “dol- 
phin-tuna” controversy was a 
first, but others are pending, 
such as Swedish and Swiss 
bans on imports of chickens 
raised in cages. 

The World Bank provides 
support for Gatt’s role: “By 
promoting the use of more 
appropriate environmental 
policies that address the 
source of a problem directly, 
Gatt is very much ‘for the 
environment 1 . Gatt rules can 
protect [developing countries] 
from new forms of protection- 
ism under the guise of envi- 
ronmental policy, reinforce the 
respect of sovereignty in trade 
relations, and shift emphasis 
from the use of trade sanctions 
to negotiations. The rule-based 
multilateral system protects 
the interests of small countries 
against power-based unilateral 
policing by large countries.” 

Other ways of pressing coun- 
tries to change environment 
policies could include product 
labelling and financial or tech- 
nological transfers: “Trade 
forums seem to be the wrong 
places to address environmen- 
tal issues. The source of the 
problems is not in trade, but 
in the need to [take proper 
account of] environmental 
costs in prices, to address bad 
policies, and clarify property 
rights,” 


CURBS on world trade in 
tropical hardwood could result 
in more forest depletion rather 
than conservation. Mr Carlos 
Alberto Primo Braga, econo- 
mist in the World Bank's Inter- 
national Trade Division, says. 

In a study of how trade poli- 
cies have affected forest use in 
Brazil and Indonesia, he 
argues: “Use of export restric- 
tions visited additional envi- 
ronmental degradation on 
Indonesia's wet tropical forest 
t h an a proper resource man- 
agement programme involving 
a tax on all timber at the log- 
ging stage would have done." 
Hie findings challenge envi- 
ronmentalists who have fought 
for a ban on trade as a main 
plank in their push to protect 
the world’s forests. 

Mr Primo Braga sets out the 
rate forests are being lost and 
shares environmentalists* con- 
cern over the plight of tropical 
wet forests. Forest depletion 
has already significantly 
affected the economy of some 
developing countries, like the 
Philippines. Nigeria and Ivory 
Coast, he notes. If the pace of 
deforestation continues 
unchecked through the 1990s, 
the number of net exporters of 
forest products among develop- 
ing countries would foil from 
33 to 10 by the year 2000. 

World Bank studies show 
that about 60 per cent of deple- 
tion is due not to trade but 
fanning and cattle ranching, 
with the balance split between 
road building, urbanisation, 
fuelwood and logging: “Activi- 
ties geared to the domestic 
market ..are the main players 
in the deforestation process." 
His case is vividly illustrated 


Tropical forests and deforestation rates 
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in Brazil, where commercial 
logging accounts for less than 
1 per cent of GDP, and for 
under 1 per cent of export reve- 
nues. Much of this is con- 
cerned with coniferous and 
eucalyptus logging in the 
south of the country, rather 
than tropical forests. Of total 
hardwood Logging, 10 per cent 
goes on to the export market, 
the rest being used inside Bra- 
zil. 


.".S Korea 


As a result, trade measures 
against Brazil’s exports are 
useless. They have no influ- 
ence on the deforestation pro- 
cess, and they lull environmen- 
talists into a false sense that 
progress is being made. 
Instead, they should be focus- 
ing on the core problems: pov- 
erty, development projects., 
migration, and government 
subsidies for logging and cattle 
ranching. The error of trying 


to use trade measures to slow 
deforestation is shown differ- 
ently in Indonesia, where hard- 
wood products account for 14 
per cent of export earnings, 
with over 40 per cent of pro- 
duction exported. 

Indonesia’s outward orienta- 
tion is not Just due to govern- 
ment policies, Mr Primo Braga 
argues. Indonesian hardwood 
is more competitively priced, 
since its forests have higher 
densities of cammercfolly valu- 
able trees; the light colours of 
Asian hardwoods are preferred 
by consumers in developed 
countries; access to forests is 
easier; and it is closer to the 
world’s main ^importer,. Japan. 
Indonesia introduced trade 
curbs first on logs, tb&n sawn 
wood, under a strategy of 
encouraging higher val- 
ue-added production in the 
country. The result: Intensified 
depletion of forests, since local 
processors using inefficient 
machinery need more logs for 
every unit of output than coun- 
terparts in Japan or Canada. 

“If Indonesian sawmills and 
plywoods were operating at the 
world technological frontier, 
the same production of sawn 
wood and plywoods achieved 
in the second half of the 1980s 
could be reached with an 
annual economy of 3.3m cu m 
of logs.” This would have cut 
annual log harvests by 10 per 
cent A ban on trade in tropical 
hardwood would tend to 
depress its price. An import 
ban would “assign a lower 
value to forests, and (encour- 
age) less careful management 
of the resource, providing 
greater incentives to convert 
forest land to other uses.” 


Baptist-Bootlegger link-up ‘likely to grow’ 


THE World Bank calls them 
Baptists and Bootleggers - the 
environmentalists and protec- 
tionists in alliance against free 
trade as a cause of environ- 
mental problems. 

The alliance is likely to 
grow, the bank says, because 
environmental groups believe, 
mistakenly, that trade weapons 
can achieve higher environ- 
mental standards internation- 
ally, and industries have found 
they are more likely to win 


protection when they wed 
themselves to an environmen- 
tal cause. 

Environmentalists are wrong 
to prefer trade weapons 
because these usually involve 
tariffs or quota arrangements, 
the cost of which foil not on 
the polluter, but the victim - 
the consumer. Instead of the 
“victim pays principle”, gov- 
ernments should stick to the 
“polluter pays principle", 
which argues for taxes on pol- 


luters, and subsidies to induce 
improvement. 

Such measures are often 
unpopular with voters, so gov- 
ernments tend to choose trade 
weapons such as tariffs as an 
easy option, even though they 
are a "second or third best" 
solntion to environmental 
problems, the bank says. It 
challenges the basis of the alli- 
ance, saying environmentalists 
aim for effective environmen- 
tal controls, while protection- 


ists want to e limina te competi- 
tive differences regardless of 
whether this involves a level- 
ling-up or leveliing-down of 
environmental standards. 

“Producers opposed [to free 
trade] increasingly find them- 
selves on the defensive, intel- 
lectually and politi cally They 
need to find new allies. Defend- 
ing trade curbs on the grounds 
they are necessary to protect 
environmental quality fills 
both needs." 







European groups urge Japan 
to improve investment climate 


Accountancy firms to expand China ventures 


By Robert Thomson in Tokyo 

JAPAN must improve direct 
investment conditions for for- 
eign companies or face 
“increasingly strong” political 
pressure to redress the present 
imbalance in investment flows, 
according to a paper produced 
for European companies. 

Japanese investment in 
Europe had been more than 20 
times larger than European 
investment in Japan iu the 
past decade, the European 
Business Community (EBC), a 
Tokyo-based advisory commit- 
lee to the EC, said in a paper. 
Tokyo bad to ensure European 
companies had equal access to 
the Japanese market. 

“If such opportunities are 
not created, this problem, 


which today has mostly com- 
mercial and economic dimen- 
sions, will develop an increas- 
ingly strong political 
dimension as well.” the EBC 
said 

The paper focuses on the 
manufacturing and distribu- 
tion sectors. It came as the 
Japan External Trade Organi- 
sation (Jetro) released a report 
suggesting the pace of Japa- 
nese manufacturing expansion 
in Europe is slowing. 

At the end or January, 721 
manufacturing companies had 
operations in Europe, an 
increase of 69 over the year, 
against an increase of 132 the 
previous year. About 21 per 
cent of those companies pro- 
cured all of their components 
in Europe, up from 15 per cent 


a year earlier, while 34 per cent 
had Europeans as chief execu- 
tives, against 31,6 per cent in 
January 1991. 

European companies listed 
five conditions hindering 
investment in Japan: high cost 
of land; a relatively long wait 
for returns on investment; 
high corporate taxes; problems 
of attracting well-qualified Jap- 
anese staff; and “extreme diffi- 
culty” in acquiring Japanese 
companies. 

EBC officials said Japanese 
mergers and acquisitions 
abroad last year totalled 294, 
while only 18 foreign transac- 
tions took place in Japan. 

There were no legal obsta- 
cles to acquisitions but the 
environment “was not condu- 
cive to foreign investments”. 


Ericsson 
in mobile 
phone deal 

ERICSSON, the Swedish 
telecoms group, said yesterday 
it has acquired a SKr700m 
(£66.6m) order from Tokyo 
Digital Phone Company to sup- 
ply, install and ini tiate a cellu- 
lar mobile phone system for 
the Tokyo metropolitan area, 
Robert Taylor reports from 
Stockholm. 

The contract will initially 
cover 250,000 subscribers 
when in operation in Jnly 
1994. 

Ericsson said a contract for 
further extensions will be 
negotiated with Tokyo Digital 
Phone. Talks had already 
began to build networks in 
other parts of Japan. Japan 
now had l.25m cellular phone 
subscribers, expected to reach 
13m by the year 2000. 


By Andrew Jack 

ARTHUR ANDERSEN and 
KPMG Peat Marwick, the 
accountancy firms, plan to 
expand their joint venture net- 
works in China by opening 
offices in at least two other 
cities within the next year. 
Both firms are considering 
developing operations in 
Shanghai and Guangzhou to 
complement their first joint 


SCHINDLER, the world's 
second biggest lifts and escala- 
tors group, Is seeking substan- 
tial revisions to the terms of its 
joint ventures with Jardine 
Pacific of Hong Kong for serv- 
ing for eastern markets. 


ventures approved by the Chi- 
nese authorities last month. 

Mr Eoghan McMillan, Arthur 
Andersen managing partner 
for Hong Kong and China, said 
the venture was considering 
opening branches in Shanghai 
and Guangzhou, possibly also 
in Shen Zhen. Peat Marwick 
signed documents formally 
approving a Joint venture with 
a firm of certified public 
accountants in Beijing to be 


Mr Bruno Donni, chief execu- 
tive of Schindler’s lift and esca- 
lator division, said the terms of 
the joint ventures, set up In 
1974 and 1980, now appeared 
unfair to the Swiss group, and 
it was determined to change 
them this year. 

“Our target is to take over 


called KPMG Peat Marwick 
Huazhen on April 25 alter two 
years’ discussions with the 
Chinese. Arthur Andersen fina- 
lised a similar deal two days 
later, to be called Arthur 
Andersen Hua Qiang. 

The ventures have allowed 
foreign accountants to certify 
statutory audits on companies 
operating in China for the first 
time. Certification is required 
for tax returns and enterprises 


the companies for ourselves, 
but we are open to leave a 
minority position for Jardine," 
he said. 

Mr Ddnm said Jardine was 
not eager for change, but 
Schindler was trying to explain 
its position. 

Jardine has a 60 per cent 


joining the Chinese stock mar- 
ket 

Mr McMillan said Arthur 
Andersen could be employing 
more than 300 people in China 
within three years. Under the 
agreement, any profits within 
five years will be reinvested 
rather than distributed to part- 
ners. Both firms already have 
consultancy arms in Shanghai 
and Guangzhou which will 
continue to operate. 


RJ Jardine-Schindler. 
which sells and services Schin- 
dler products in Korea, Taiwan 
and countries in the Asean 
trade grouping. It also has 
minor stakes in Schindler ven- 
tures in China Ann ual sales Of 
these companies are about 
SFrtOQm (EllSm). 


Schindler seeks to revise terms of Jardine deal 

By lan Rodger in Lucerne 
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UK and Vietnam 
sign deal on 
refugees’ return 


By Simon Davies 
in Hong Kong 

THE GOVERNMENTS of 
Britain and Vietnam yesterday 
signed an end to Hong Kong's 
13-year struggle to cope with 
an inflow of Vietnamese boat 
people, by agreeing to the 
forcible repatriation of all 
those found not to be political 
refugees. 

Mr Alistair Asprey. Hong 
Kong’s secretary for security, 
estimated the overcrowded 
camps which currently house 
about 56.000 illegal Vietnamese 
immigrants could be emptied 
in three years. 

The agreement, signed in 
Hanoi yesterday morning, is 
the final stage in the October 
29 statement of understanding 
between Britain and Vietnam. 
This permitted the forcible 
return of all new non-refugees 
and of so-called double-backers 
who had returned to Hong 
Kong after being voluntarily 
repatriated to Vietnam. 

Lord Wilson, Hong Kong’s 
outgoing governor, welcomed 
the agreement. "What we 
really want is that as many 
people as possible should 
volunteer to go back to their 
homes and 1 hope that this new 
stage in the process of 
reaching agreement with 
Vietnam will encourage that," 
he said. 

The news was broken to the 
inmates of the 10 detention 
centres in Hong Kong last 
night, but there were no 
immediate outbreaks of 
violence. 

A concern remains that the 
government will have to use 
force in the repatriation of 
some boat people who have 
waited in appalling conditions 
for almost four years rather 
than return to what they rial™ 


will be inevitable persecution. 
Mi- Asprey would only say that 
everyone would have the 
opportunity to return under 
conditions of "order, safety and 
dignity". 

There has already been a 
si gnificant fall in the number 
of boat people arriving in Hong 
Kong since the October accord. 
This year there have so far 
been only seven arrivals, 
compared with 3,920 in the 
corresponding period in 1991. 

This is thought to result 
from the October agreement 
and to a redaction in the 
amount payable to those who 
volunteered to return. Mr 
Asprey said he did not consider 
it was a reaction to the riots 
that killed 21 Vietnamese in a 
refugee camp in February. 

He said the agreement would 
be likely to encourage a rapid 
increase in the number of 
Vietnamese volunteering to 
return. 

At present there are 22,466 
boat people who have failed 
the screening process and will 
be forced to return to Vietnam. 
There are a further 29,562 
which have yet to go through 
the screening process, while 
there are only 3,434 designa t ed 
refugees remaining. 

"One of the main objectives 
is to make it clear there is no 
future for them in wasting 
their lives in the camps. In the 
forlorn hope that they will get 
access to resettlement. That 
will not happen," he said. 

Mr Asprey emphasised that 
neither Hong Kong nor Britain 
had agreed to any financial 
assistance connected with the 
agreement with Vietnam. 
However, the European 
Community has recently 
started a S120m programme to 
aid re-integration of returnees. 


Australia 
to reduce 
immigrant 
numbers 

By Kevin Brown In Sydney 

AUSTRALIA, one of the 
world’s most popular destina- 
tions for European and Asian 
emigrants, yesterday 
announced pinns to cut immi- 
gration by 27 per cent next 
year to about 80,000 people. 

Mr Gerry Hand, the Immi- 
gration minister, said Austra- 
lia would also require more 
skills and a higher level of 
competence in English from 
applicants other than refugees 
and dose relatives of earlier 
migrants. 

The changes follow an 
anguished debate over the his- 
torically high level of immi- 
gration in the wake of an 18 
month recession which has 
increased unemployment to 
10.4 per cent. 

Immigrant organisations 
argue t hat high immigration 
benefits Australia by Increas- 
ing economic activity. How- 
ever, the government has 
accepted trade onion argu- 
ments that immigration has 
worsened unemployment dur- 
ing the recession. 

Mr Hand said the level of 
immigration for future years 
would be decided in the light 
of “national economic and 
social objectives”. He said the 
intake was likely to average 

80.000 for several years. 

The cat was welcomed by 
Senator Peter Walsh, a promi- 
nent campaigner against high 
immigration, who urged a fur- 
ther cut to a maximum of 

60.000 people in 1998-94. 

Immigrant organisations 

said the increased focus on 
English language skills was 
discriminatory, and would dis- 
courage applications from 
talented migrants from 
non-English-speaking coun- 
tries. 
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Fidel Ramos, closely trailing Miriam Defensor-Santiago in the elections, arrives at his headquarters yesterday 


Accusations fly after Philippines poll 


By Victor Mallet In Manila and 
Jom Gatang in Tariac 

THE PAINFUL slowness of 
vote-counting following this 
week's Philippine elections 
prompted a flurry of accusa- 
tions of cheating yesterday 
from politicians who appeared 
to be losing. 

Police defused three bombs 
aimed at disrupting electricity 
supplies around the capital 
Manila and which may have 
been intended to disrupt the 
counting of ballots from the 
elections on Monday. Earlier, 
bombs had caused slight dam- 
age to electricity installations 
on Monday night. 

Right-wing military rebels of 


the Reformed the Armed 
Forces Movement (RAM) 
issued a statement to the 
media accusing the incumbent 
administration of President 
Corazon Aquino of organising 
the bombs to manipulate elec- 
tion results in favour of her 
preferred candidate, Mr Fidel 
Ramos, former defence chief 

"Let this serve as a warning 
that our forces beginning at 
6pm today will be in a state of 
readiness to move against the 
Aquino government should it 
persist to manipulate election 
results by any means.” said the 
RAM statement, which was 
dated May 13. 

Mr Ramos stood by Mrs 
Aquino through six coup 


attempts. Three were led by 
RAM, including one in Decem- 
ber 1989 which frightened 
potential foreign investors and 
nearly toppled the government 

Unofficial counts last night 
of a fraction of the 27m votes 
cast gave the lead in the presi- 
dential race to Mrs Miriam 
Defensor-Santiago, a 
sharp-tongued lawyer who has 
campaigned against corrup- 
tion. 

Close behind were Mr Ramos 
and Mr Eduardo Cojuangco, 
Mrs Aquino's estranged cousin 
and a wealthy ayw-iatp of the 
late dictator Ferdinand Marcos. 

Mrs Imelda Marcos, widow of 
Ferdinand and herself a candi- 
date, asked for a halt to unoffi- 


cial vote-counting after it 
became clear she was trailing 
in the presidential race and 
said it was possible the media 
were being "used” by “dubious 
elements”. 

Some officials have 
expressed fears that a wave of 
protests from losing candidates 
could create a crisis akin to 
that in 1986, when Mrs Aquino 
ousted Mr Marcos in an upris- 
ing sparked by protests against 
massive election fraud. 

Mrs Santiago said yesterday 
that she was jubilant at her 
early lead. If she won, she said, 
it would deal a blow to the 
Philippines’ oligarchic political 
system based on influential 
families. 


Bilateral 
accords 
‘vital for 
Mideast 
progress’ 

By David Buchan In Brussels 

A POLITICAL breakthrough in 
bilateral negotiations with 
Israel is vital for a wider dis- 
cussion on the Middle East 
economy to make progress, a 
Palestinian delegation said yes- 
terday after a two-day session 
of the 35-nation working party 
on regional co-operation. 

Professor Youssef Sayigh, 
the Beirut-based leader of the 
Palestinian delegation, critic- 
ised Israel for not attending 
the meeting because Palestin- 
ian representation was not con- 
fined to those from the West 
Bank and Gaza. The EC, which 
chaired the working party, 
m prfo the criticism to Ur 
David Levy, Israel's foreign 
minister. 

The Brussels meeting was 
also boycotted by Syria and 
Lebanon, which are first 
demanding progress in their 
bilateral talks with Israel. 
Another Palestinian delegate, 
Mr Khalil Hindi said he under- 
stood the attitude of the Arab 
absentee countries, but “the 
pros of attending outweight 
the cons”. All participants 
agreed that the multilateral 
discussions on regional 
co-operation would only blos- 
som if and when there was a 
political breakthrough in bilat- 
eral Arab-Israeli talks. 

Mr Samir Hulaileh, a Jerusa- 
lem economist, admitted Pales- 
tinian disorganisation was 
partly to blame for not taking 
more advantage' of the EC 
scheme to promote Palestinian 
fruit mid vegetable exports to 
the Community. Israel was 
also frustrating such exports 
with systematic searches of 
Palestinian farm trucks. 


Indian MPs angry over US ban on Russian rocket deal 


By K K Sharma In New Delhi 

MEMBERS of the Indian parliament 
strongly attacked the US yesterday 
over a ban on exports to the Indian 
Space Research Organisation (Isro) 
announced in Washington. 

Mrs Margaret Alva, the minister 
for public grievances, assured parlia- 
ment that the government would do 
everything “to protect national hon- 


our, dignity and choice" in face of the 
US ban on trade and technological 
dealings with Isro. She said the gov- 
ernment “would respond in an appro- 
priate way". 

The Bush administration’s action, 
apparently in a public display of its 
resolve to control missile prolifera- 
tion, was taken in order to compel 
Isro and Russia's Glavkosmos to ter- 
minate a 6250m (£141m) contract to 


transfer rocket technology to India. 

The move follows a recent improve- 
ment in US-India relations, as shown 
by the Bush adminis tration’s support 
of an International Monetary Fund 
loan to India, an agreement to hold 
joint naval exercises, and India’s rec- 
ognition of IsraeL 

MPs were alarmed that the move 
against Isro is the second time Wash- 
ington has acted against India 


recently. Less than a fortnight ago it 
withdrew preferential duties on 
Indian pharmaceuticals because of 
India’s failure to protect US patents. 

The Indian government claims its 
space programme is meant to 
improve communications and 
weather forecasting and is entirely 
peaceful India chose Russian rocket 
technology after all western conn- 
tries had turned it down on the 


grounds that it would improve 
India's missile launch capability. 
India has refused to sign the non-pro- 
liferation treaty, arguing that it dis- 
criminates in favour of existing 
noclear powers. 

The Russians were proposing to 
supply a Missile Technology Congress 
Regime class system capable of carry- 
ing a 500kg payload to a minimum 
distance of 300km. 


The bamboozle that burst the Bombay bubble 

David Housego and R.C. Murthy on the scandal that threatens to turn a stock market slide into a crash 


PAKISTANI BUDGET 

Reduced fiscal 
deficit sought 


L ike any bubble the Bom- 
bay stock market boom 
had to burst one day. 
But as the Central Bureau of 
Investigation launched an 
inquiry into what seems to be 
India's worst-ever financial 
scandal, the fears are that a 
can or worms could be opened 
which will turn the market's 
two-week slide into a crash. 

After the Bombay Stock 
Exchange index tumbled yes- 
terday a further IQ per cent to 
3.0S6. the most sanguine expec- 
tation was that the market 
would bottom out at 2,500 - or 
43 per cent down on its peak in 
April. 

The second concern is that 
both the extent of the abuses 
and the market's fall could 
deal a savage blow to the gov- 
ernment's efforts to develop 
the fledgling capital market as 
an instrument to tap public 
savings for both private sector 
and public sector investment. 

One of the immediate results 
could be that fresh public 
issues will be more difficult to 
launch or could be postponed. 
The market had been expecting 
RslObn (£800ra) of new issues 
- including a big issue from 
the Grasim (Aditya Birla) 
group to finance new refinery 
at Mangalore in southern 
India - in the coming month. 
Reliance, the petrochemi cals 
group had also been hoping to 
raise SlOOm in a Euro-issue at a 
tentative price of S10 a share. 
But this will be much trickier 
with Reliance's own share 


India 

Bombay SE 30-Share Index 



price dropping yesterday to 
Rs260 on the Bombay market 

Faced with disarray not only 
on the stockmarket, but in the 
bond and money markets, the 
government’s hope in calling 
in the CBI is of a surgical 
strike to remove the offenders 
and to clean up the market It 
would welcome a fall in the 
index - which at its peak had 
been trading at unrealistically 
high average price-earnings 
ratios of more than 45 - but 
wants to prevent a disorderly 
tumble. A revival of private 
sector investment through cap- 
ital market funding is crucial 
to the government's strategy 
for restructuring industry and 
boosting exports. 

After a dizzy trippling of 
prices over the last year in 
response to the government’s 
liberalisation plans, the market 
has dived 30 per cent over the 


last fortnight. This followed 
the disclosure that large funds 
- as much as Rs30bn - had 
been illegally syphoned out of 
the interbank market in gov- 
ernment securities to fuel the 
share price boom. 

The difficulty in limiting the 
damage is that those who have 
so far been implicated in the 
scandal are no minor players. 
Mr Harshad Mehta, the first- 
generation Bombay broker 
who had to repay Rs6-2bn to 
the State Bank of India, the 
largest state-owned commer- 
cial hank, because of irregular 
securities trading, was more 
than anyone the architect of 
the bull run this year. He pro- 
claimed not only the dramatic 
rise in the market but publicly 
announced which shares he 
was backing. Those he chose 
have since taken the hardest 
tumble with Associated 
Cement (ACC) dropping a fur- 
ther Rsl.100 on Monday to 
Rs4,4QQ after reaching a peak 
of Rsl0,500 on April 2. 

Mr MJ Pherwani, who has 
resigned as head of the 
National Housing Bank, 
headed the Unit Trust of India, 
a state-owned - and the coun- 
try’s largest - mutual fund for 
10 years. He was also the chair- 
man of a government-ap- 
pointed committee that 
recently recommended a 
revamped national stock 
exchange. As chairman of UTL 
he was a lead player In the bull 
market of the late 1980s. He 
was forced to step down from 


that position because of his 
allegedly links to the Ambani 
family who control Reliance 
and who were accused of mar- 
ket manipulation. 

Both Mr Mehta and Mr Pher- 
wani are well connected both 
in the Bombay financial mar- 
ket and amo n g politicians and 
the top civil servants in Delhi 
Other senior banking execu- 
tives including Mr K. Marga- 
bandhu, chairman of the Cal- 
cutta-based United Commercial 
Bank, and Mr C L Khemani 
deputy managing director of 
the State Bank of India were 
asked to take immediate leave. 

The diversion of funds was 
possible because of the chaotic 
securities market in which 
bankers receipts are traded. 
Bankers receipts are promis- 
sory notes Issued by backs to 
each other in trading on gov- 
ernment bonds. The Reserve 
Bank of India (the central 
bank), which acts as a bond 
depositary for banks, had 
fallen badly behind In register- 
ing security transfers because 
this part of its operations is 
still not computerised. “There 
was a systems failure,” Dr 

Manmnhan Sing h, the finance 
minister, told parliament on 
Monday. 

But the inadequate supervi- 
sion that is now seen to have 
characterised the bond market 
is also true of the stock market 
where insider trading and the 
rigging of prices is known to 
flourish. "Entry, holding and 
exit are all hazards in this mar- 


ket." Mr G V Ramakrishna, the 
chairman of the Securities and 
Exchange Board of India said 
six months ago. Not much has 
changed. 

The diversion of funds from 
the bankers receipt market 
oocured through, the issue of 
false paper and the illegal use 
of securities as collateral to 
raise fresh funds. The abuses 
were due to both the bun mar- 
ket of the last year and to the 
archaic trading system. Bro- 
kers seemed to have won the 
confidence or connivance of 
bankers dealing in bonds. 

The suspicion of fraud sur- 
faced in mid-April but came to 
public notice a fortnight later 
as commercial banks started to 
reconcile accounts for the 
accounting year owrirng March. 
It was at this point that the 
State Bank of India realised it 
was owed Rs66bn by Mr Mehta 
and forced him to settle. 

A s a fall-out from this 
Mr Mehta was unable 
to meet other obliga- 
tions - including payments to 
the National Housing Bank. Mr 
Pherwani attributes National 
Housing Bank’s inability to 
deliver on cash or security pay- 
ments of Rs3.4bn to Canara 
Bank on Mr Mehta defaulting 
cm bis obligations to bim_ 
These transactions occurred 
within the framework of the 
bankers receipt - a normally 
narrow interbank market trad- 
ing in government and public 
sector bonds. Banks' invest- 


ment in the market none the 
less exceeds Rsl,400bn. 

Until recently the market 
has focused on banks purchas- 
ing some RslObn a month of 
bands to meet statutory liquid- 
ity requirements set by the 
Reserve Bank. 

But the market became 
active in February anticipating 
a foil in bond prices, especially 
long-dated securities, on 
reports of a possible interest 
rate rise on new bonds the gov- 
ernment was to issue in March. 
Banks entered futures swap 
deals promising deliveries after 
the coupon rise. This occured 
on March 17 with long-dated 
bonds rising 06 per cent to 126 
per cent. Some banks had 
already sold short. 

Bond market players used 
the bankers receipt to register 
transactions which require 
immediate cash payment but 
leave delivery of the security 
to later. 

With the Reserve Ban k 
unable to police a fast expand- 
ing market because its own 
registering of transactions fell 
behind, the opportunities and 
temptation for fraud grew. 

In the coining days the gov- 
ernment will use the weight of 
the state-owned institutions to 
prevent an uncontrolled fell in 
the market - hoping that for- 
eign portfolio investment will 
emerge to provide a safety net 

However small investors will 
already have been frightened 
by the market’s sharp descent 
and could go on selling. 


By Farhan Bokharf 
in Islamabad 

THE Pakistani government 
will unveil its annual budget 
tomorrow amid widespread 
expectations of measures to 
narrow a PRs72bn (£L61bn) 
budgetary deficit These are 
expected to include cost-cut- 
ting efforts as well as possible 
tax rises. 

Hie deficit estimated at 6.1 
per cent of gross domestic 
product has broken an earlier 
target ceiling of 46 per cent It 
is regarded as a big pressure 
on the economy at a time when 
Pakistan is trying to encourage 
large-scale privatisation and 
deregulation. 

At the same time, though, 
the government yesterday 
claimed that the annual 
growth rate for 1991-92 has 
risen to 6.4 per cent np from 
5.6 per cent a year earlier. 
According to Pakistan's official 
economic survey, announced 
ahead of the budget, the manu- 
facturing sector registered the 
largest growth rate of 7.7 per 
cent followed by 6.4 per emit in 
agriculture. 

The government is also 
expected to take credit for a 25 
per cent increase in fresh pri- 
vate Investment and a 13 per 
cent increase in exports. Infla- 
tion is down to 96 per cent 
from 126 per cent a year ago, 
the government says. The 
country’s foreign exchange 
reserves stand at some S650m 
(2362m), up from $300m a year 
ago. 

However, failure to meet the 
earlier deficit target is attri- 
buted to an adverse interna- 
tional economic situation and 
lower than expected response 
in the privatisation programme 
which is eventually expected to 
raise up to Pfis250m. 

According to the economic 
survey, the current account 
deficit during 1991-92 is likely 
to end up higher than the 


$22bn last year. 

This has occurred because of 
a failure to meet an export 
growth target of 20 per cent, 
and a rise In imports by 106 
per cent as opposed to an ear- 
lier projection of 26 per cent 

A drop in international cot- 
ton prices and yarn has also 
affected export earnings. 
Remittances from overseas 
Pakistani workers have also 
fallen. But the current account 
deficit is expected to be made 
up in part by deposits in for- 
eign currency accounts at 
Pakis tani banks, allowed last 
year under government liberal- 
isation measures. 

Under the privatisation pro- 
gramme, the government has 
partly sold 50 public sector fac- 
tories with transfer of manage- 
ment to private owners, as 
opposed to an earlier target of 
100. The programme has raised 
PRslObn through these partial 
sales while another PRslSbn is 
expected to be raised through 
future sale of more shares in 
these factories. 

Among other economic con- 
straints, the government is 
unlikely to cut the large 
defence budget, expected to 
stand at PRs76.9bn. Some of 
Pakistan's foreign aid donors 
have expressed concern over 
defence expenditures, regard- 
ing this as an area where cuts 
would reduce the deficit But 
resistance from the politically 
influential army together with 
continued tensions with India 
over Kashmir and instability in 
Afghanistan have prevented 
such reductions, officials say. 

Another PRs79bn Is expected 
to go towards debt servicing, 
where Pakistan's total external 
and internal debt stands at 
approximately PRs900bo. Last 
week Mr Nawaz Sharif, the 
prime minister, said the coun- 
try has accumulated a large 
debt burden, making it the big- 
gest obstacle in the way of bal- 
ancing the budget 


China announces special 
economic zone for Lhasa 


Cosmetic surgery cuts a dash with China’s new face 

Yvonne Preston on how a change in attitudes in the People’s Republic lets women alter their looks 


CHINA is planning to set up 
a special economic zone in 
Lhasa, the troubled capita] of 
Tibet. Reuter reports from 
Beijing. 

The zone will imitate those 
operating in China's flourish- 
ing coastal regions, the official 
China Daily said yesterday. 

It quoted Tibet's vice gover- 
nor Gyamtso as saying lack of 
open-mindedness had impeded 
the region's development in 
the past 

Tibet has been rocked by 
sporadic riots since Buddhist 
monks demonstrated against 
Chinese rule in late 1987. 
prompting police to open fire 


on protesters. 

The region’s exiled spiritual 
leader, the Dalai Lama, says 
more than lm Tibetans have 
been, killed since China took 
control of his country, now 
called the Tibet Autonomous 
Region, in 1950. 

China Daily said Tibet's local 
government is drawing up pref- 
erential investment policies for 
the Lhasa special economic 
zone, including tax breaks and 
low land-use fees. The isolated 
region plans to open several 
new border trading ports. Cur- 
rently Tibet’s sole air link is 
with Chengdu, in neighbouring 
Sichuan province. 


M ORE Chinese want wider 
eyes and bigger noses and 
are subjecting themselves 
to cosmetic surgery. Surgeons per- 
forming the operations, excising part 
of the upper eyelid and inserting a 
silicon strip in the nose, say tie aim 
is not to look more western. 

Bat to many young Chinese west- 
ern standards of beauty are part of a 
revolution in style which has come 
with a taste for hamburgers and Ken- 
tucky Fried Chicken, rock and roll, 
imported designer sunglasses and 
jeans. 

At Shanghai's 9th People's Hospital 
2,000 cosmetic surgery operations 
were performed last year. The hospi- 
tal has a waiting list of another 2,000 


and there were an estimated further 
1,000 operations in other Shanghai 
hospitals, a tiny number in a city of 
nearly 14m people, but growing. 

Most are for eye rounding and nose 
augmentation, but the hospital’s plas- 
tic surgery department also offers 
face lifts, stomach tucks, breast 
enlargement and lyposeetomy, suck- 
ing surplus fat from the body. 

Patients are overwhelmingly female 
and local. Lured by the low cost more 
are coming from Hong Kong, Macao 
and south east Asia. For around $11 a 
local patient can have both eyes wid- 
ened- A nose costs $14. Overseas Chi- 
nese and Hong Kong compatriots pay 
10 times as much, but the price is still 
attractive. Professor Wei Wang, direc- 


tor of the plastic surgery department 
expects to put it up to $50 by the end 
of this year. 

In the 1950s cosmetic surgery was 
forbidden by the government. In the 
cultural revolution self-beautification 
was bourgeois, decadent and danger- 
ous. "We just asked Deng Xiaoping if 
it was alright to go ahead." said Pro- 
fessor Wei with a chuckle. Since 1982 
the department’s surgeons have per- 
formed 500 face lifts. 

Cosmetic surgery was approved 
after the fall of the gang of four, 
according to Professor Guan Wen 
Xiang, head of the hospital's research 
institute into plastic and reconstruc- 
tive surgery. 

Standards of beauty change in 


China as everywhere else. In the Tang 
dynasty fat was fa s hionab le. For cen- 
turies tiny feet were seen as beautiful, 
many women being crippled by the 
cruel custom of foot binding. The 
westerner has long been mocked as a 
Big Nose but Chinese fashion now 
dictates that the small fiat Chinese 
nose is enlarged with silicon - "but 
not like yours”. Professor Guan added 
hastily. 

In the shapeless 1970s carves were 
taboo and the Chinese female figure 
in its Mao jacket looked little different 
from the Chinese male. Women such 
as Wang Ling, sitting on her bed at 
the Sth People's Hospital after having 
her breasts enlarged with silicon 
implants, are now embarassed by 


good socially." 

in the bed opposite Lu : 
«, is about to spend $250 
lift All the way from fone i 
where she practices tradil 
nese medicine, her tight sc 
shows a few laugh fines a 
and frown lines across hei 
but nothing to warrant a fi 
Of 8,000 patients seen la 
the plastic surgery departm 
cent were about “malting p 
more beautiful and younger 
are,” as Professor Guan pi 
rest were seen for dlsfigui 
bums or congenital deform 
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© N the Friday morning 
whenthe btiming and 
looting fa Los Angdes 
stuped, thousands of poor res- 
idents of the city's 5outh-Cen' 
district had a morepress- 

f yig r ]^»r? than pn-rr te<rtTng 

They were standing in long 
Kn® w aiti ng to collect their 
weekly welfare cheques at the 
few post offices still operating 
in the riot-stricken area. 

. The queues demonstrated 
the dependency on social bene- 
Sts. of large portions of the pop- 

The governor of the 
state claims unrest 
in Lbs Angeles is 
proof of the need 
‘ for change, writes 
Louise Kehoe 


■mia riots 
minds on 
•e reform 


says Mr Russell Gould, secre- 
tary of the California Health 
and Welfare Agency. 

Although the problem affects 
an segments of the population, 
it is particularly acute in the 
htorfc community. While blacks 
mate up only 7 per cent of 
California’s population, they 
repre se nt almost 25 per cent of 
- welfare recipients. All bat a 
cm»u fraction of these are sin- 
gle mothers. 

Under the governor's pr opos- 
al mothers would get no extra 
benefits if they give birth to 
additional children while on 
welfare, «nd benefits for first- 
time, mothers would be elimi- 
nated. Payments, to teenage 
mothers would also restricted, 
forcing them to five with par- 
ents If they are to receive wel- 


NEWS: AMERICA 

President will veto any bill with compensatory tax increases 

Bush draws 
up plan for 
inner cities 


US court rejects 
challenge over 
unitary taxation 


illation In the economically 
depressed inner city. Yet Los 
Angeles' Urn welfare recipi- 
-ents, and 23m throughout Cal- 
ifornia, now face the possibility 
of swingeing cuts in payments. 

' "Mr -Pete Wilson, California's .. 
Republican governor, plans to 
place proposals for. welfare 
reform on the state ballot in 
November when he will ash 
voters to approve an immedi- 
ate lOpex cent cut in welfare 

frprwffl fl. 

After six months, payments 
would-be reduced by an addl- 
-tional IS per cent to families 
that include an able-bodied 

• adult. . 

The governor says his pro- 
posed : Taxpayers Protection 
Act is designed to “encourage 
personal responsibility and 

- independence while discoxnag- 

• mg welfare dependency," 
which he believes has contrib- 
uted to the breakdown of social 
values he recently linked to 
violence in Los Angeles. 

“Generous" welfare pay- 
ments have become a disincen- 
tive to work, he maintains. A 
person working full time on a 
Twtiiwitnn wage may be little 
better off than another on wel- 
fare under the current system, 
although both must struggle to 
make ends meet. 

The governor's- -initiative 
would allow welfare recipients 

- to ppm more before payments 
jaxe withdrawn.? It would also 

- create a new $34m (£ 193 m) job 
tr aining scheme and a pro* 
gr amme , des i gned to encourage 

- teenage : parents to. stay in 

school. -. . 

However, the primary thrust 
of the reform is directed 
towards the growing problem 
. of single, unsupported mothers 
who represent 87 per cent of 
the state’s welfare case load. 

Only 6 per cent of single-par- 
ent families that go on public 
assistance do so because the 
parent becomes unemployed, 
according to state statistics. 
“The overwhelming majority 
go on welfare because of 
divorce or separation from the 
income-earning spouse, or 
because a non-working single 
, woman gives birth to a child,” 


Critics charge that the pro- c 
posed cuts would lead to t 
increased homelessness and ~ 
poverty. Children’s rights j 
advocates are incensed. 

Yet by presenting welfare ! 
cats as an alternative to reduc- 1 
tions in state spending on edu- 
cation, Mr Wilson has effec- 
tively pitted the interests of 
middle-class Californians 
p gafast those of the nnderprivi- r- 
leged and, to a large degree, 
whites against minorities. 

The governor maintains 
“tough times require tough 
choices" between “runaway" 
welfare costs and the needs of 
California’s growing school-age 
population. 

Few would deny that Calif- 
ornia faces a welfare spending 
crisis. In the current fiscal year 

the state expects to pay S28bn 
in Aid to Families with Depen- 
dent Children (AFDC), the pri- 
mary welfare programme. 
Without any changes, AFDC 
costs are projected to rise to 
SSulbn next year, a 54 per cent 
increase over expenditures in 
the 1388-89 fiscal year. 

B efore the Los Angeles 
riots, Mr Wilson dis- 
missed as “partisan 
twaddle" the charges of some 
democratic legislators that his 
proposals were an -attack on 
poor min orities that could 
tnmta "class warfare”. 

Today the potential for a vio- 
lent reaction to welfare cuts is 
not so remote and some poEti- 
- cal- analysts expect -voters to 
reject the “reforms" rather 
than risk more social unrest 
and racial tension. Others fear j 
a as voters associate i 

welfare famin es with the loot- 
ing, arson and murder that 
swept through Los A n g e les . 

Mr Wilson says voters will 
view the Los Angeles riots as 
proof that the welfare system 
needs to he reformed. “If peo- 
ple think about what causes 
people to go out and... engage 
in brutality. . . they’re going to 
conclude that it reflects a total 
absence of real values. 

“And, unfortunately, a lot of 
it comes back to the fact that 
we’ve got kids, through no 
fault of their own, being 
neglected from early child- 
hood." 


By Jurek Martin 
in Washington 

PRESIDENT George Bush 
yesterday announced a six- 
point $3hn-plns (fil.Sbnj pro- 
gramme to relieve co nditi o ns 
in America’s inner cities, but 
he would veto any foil 

that included, a compensatory 
tax increase. 

Speaking before a meeting 
congressional leaders, Mr 
Bush was TiwaMe to put a sum 
on the cost of his proposals, 
which appeared mostly an 
amalgam of long-st an d in g 
adminis tration policies* Somfi 
exist in pilot form, some may 
be implemented by bureau- 
cratic fiat and souk require 
new legislation, but norm had 
been a priority before the Los 
Angeles riots two weeks ago. 

The six points are: 

A Expanding the Weed and 
progra mme, designed to 
increase law enforcement and 
targeted social efforts in high- 
crime areas. 

• Expanding home ownership 
for those in public housing. 

• The creation of federal 
enterprise zones. 

• Encouraging greater choice 
in public education- 






George Bush gestures while recounting yesterday a story about violent crime 


• Allowing those on welfare 
to have savings of np to 
810,000, 10 times the current 
limit, before becoming ineligi- 
ble for welfare support. 

• Job training, specifically 
the expansion of a youth 
a p p rentice scheme. 

Later, White House officials, 
while conceding the impreci- 
sion of some of their hurriedly 
compiled sums, gave a rough 
cost break-down. 

The enterprise zone bill, con- 
sisting of tax breaks for inner- 
city Investors, might come to 
Sl^bn; home ownership provi- 


sions about tlbn, up from 
8361m in the current budget; 
8500m for the Weed and Seed 
programme, now only in pilot 
form: and nearly 8700m for job 
training. 

Emergency assistance to Los 
Angeles already amounts to 
about 8600m, while unemploy- 
ment insurance claims are 
likely to top 82bn. These, how- 
ever, are cove r ed under exist- 
ing laws. 

With an eye on the Novem- 
ber election, Mr Bush empha- 
sised his opposition to tax 
increases to finan ce additional 


spending. “The idea that yon 
have to raise taxes at this 
time, when the economy is 
starting to recover, Tm sorry, 
I will not support that” 
Congressional reaction was 
guarded. Mr George Mitchell, 
the Senate majority leader, 
promised co-operation with 
the president, bnt “I don’t 
promise we will enact pre- 
cisely everything he pro- 
poses”. Mr Tom Foley, speaker 
of the House, said it wonid be 
worthwhile looking at trans- 
ferring funds from the defence 
budget 


By Louis* Kohoo 
m San Francisco 

CALIFORNIA'S supreme court 
has rejected a challenge to the 
state's “unitary taxation” sys- 
tem, in a decision that could 
cost multinational companies 
with operations in the state 
about 5792m t£447m) in dis- 
puted tax payments. 

British, Japanese and other 
foreign companies have been 
fighting California's unitary 
tax for a decade. The case 
decided by the supreme court 
was brought by Barclays Bank 
of the UK in 1984. and chal- 
lenged the constitutionality of 
the tax assessment method. 

Unitary tax is calculated 
according to a formula that 
takes into account a company's 
worldwide earnings and taxes 
a portion of them according to 
the percentage of activity in 
the state. A company that has 
10 per cent of its world sales, 
property and payroll in Calif- 
ornia, Cor example, would be 
taxed on 10 per cent of its 
global profits, even if the Calif- 
ornia operation made no profit. 

The court rejected the claims 
of multinationals - which 

bare been backed by the Bush 


administration as well as by 
foreign governments, including 
the UK - that the tax method 
Interferes with the US federal 
government's ability to con 
duct foreign policy. 

While acknowledging that 
four US presidents have 
opposed state unitary taxes, 
the California court held that 
Congress, which holds power 
over foreign commerce, has not 
opposed the tax. 

The law “does not give exec- 
utive [branch] officials carte 
blanche to declare state tax 
methods null when they irri- 
tate our trading partners." Jus- 
tice Arm and Arabian wrote in 
a unanimous decision. 

The state court referred back 
to the state appeals court the 
relatively minor issue of 
whether calculating unitary 
tax places an unfair burden on 
foreign multinationals. 

David Bare hard adds: Bar- 
clays said in London last night 
It was disappointed but not 
surprised by the Californian 
judgment. The bnnk. which 
had hoped to secure a tax 
refund of about 830m, plans to 
appeal to the US Supreme 
Court in a lust-ditch effort to 
overturn the judgment. 


Deals set up trade 
in pollution permits 


By .Barbara Durr In Chicago 

THE first US deals to trade 
pollution rights were 
announced yesterday when the 
federally-owned Tennessee Vat 
ley ■ Authority said it had 
agreed to buy allowances to 
emit 10.000 tons of sulphur 
dioxide, a key cause of aad 
Tain, from privately-owned 
Wisconsin Power & light. 

The Wisconsin utility, based 
in- Madison, also said it sold 
allowances to Duquesne Light 
of Pittsburgh for emissions or 
between 15,000 and 25,000 tons. 

The terms of the sales 
were not disclosed but tbe 
price of each allowance was 
. between *250 and $400 (£140 
and £223), an official said. 

The deals are, in essence, for- 
ward contracts an allowances 


[QUL Will UD 1WVU-* ..... .. J— — » 

the Environmental Protection 

Agency as part of the imple- 
mentation of the 1990 Clean 

A The act requires utilities to 
ent their sulphur dioxide emis- 
sions in half by 2000, or from a 
bational total ' of 19m tom to 


9m tons. The first deadline for 
partial compliance is in 1995. 

To h*^p ease the high costs 
of converting to cleaner tech- 
nologies, the US government 
has created a system under 
which “dirtier” utility compa- 
nies can buy allowance s, for 
sulphur dioxide emissions from 
“cleaner" companies that have 
exceeded federal standards. 
The allowances have been allo- 
cated. bnt will not he in the 
bawd* of utilities until an auc- 
tion in March 1993. 

Mr Enroll Davis, president of 
Wisconsin Power & light, said 
the transactions “clearly dem- 
onstrate that a market- based 
approach can be an effective 
way to address environmental 
problems”. There is, however, 
scepticism over how well such 
a market can work, as state 
and locally-controlled utilities 
have been slow to set clear pol- 
icies for trading allowances. 

Ths Chicago Board of Trade, 
the world’s biggest futures 
market. Plans to begin trading 
futures contracts on the allow- 
ances, dubbed pollution 
futures. 


Producer prices up 0.2% 


.US producer prices rose a 
modest 02 per cent in April 

the Labour Department s^d 
. yesterday in. a report showing 
that the weak economic recov- 
ery is restraining pnee 
advances. 

Washington. Aprils nse m the 
producer price index 
0.2 per cent advances in both 
" March and February.- 
, The report generally sag 
ported financial analysts 


views that price pressures are 
under control and that the Fed- 
eral Reserve, the US central 
hawk, has room to lower inter- 
est rates without fann ing infla- 
tion. 

During the first four months 
of the year, producer prices 
had risen by a seasonally 
adjusted annual rate of 1 per 
cent, the department said. In 
1991, the FPI foil by 0.1 per 
cent 


We’re not just sponsoring the Olympic Games. 
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3M Diskettes. Used worldwide to store vital mforn 
from company data to CHympK Games track records. 




ids to store wtal Intonation: MV^^A^^Usedal^.Bar^anda. 


over the world. 




Sn^ fhr^r^cfeyMahaiflL50% 3M Abrasivea Used ttroughoii nci^- and ^ 

strode SuppSed to themedeal centres at Barcelona to achieve the smoerthest possible to 
and Aibertvfie. 
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NEWS: UK 


BP to cut 
harmful 


emissions 
by 50% 


By Neil Buckley 


BAA launches 
£900m scheme 
for Heathrow 


BAA plans for Heathrow 



Passenger demands lead 
to UK terminal fatigue 


- - r. r^~ 
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Paul Betts on London’s future as an airline hub 


BP CHEMICALS, one of the 
world's largest producers of 
chemicals and plastics, is to 
spend around SLOOm a year on 
catting Its emissions of hydro- 
carbons by 50 per cent. 

The company yesterday dis- 
closed full details of Us emis- 
sions into the environment for 
the first time, and promised to 
do so ann ually. It also pledged 
to cut emission of hydrocar- 
bons - which contribute to 
global warming - by 50 per 
cent from their 1990 levels by 
1997. and to reduce solid emis- 
sions to water by two-thirds. 

The company is committed 
to spending Si 00m (£5 6m) this 
year on its environmental pro- 
gramme, compared with typi- 
cal capital expenditure of 
S600m, and expects to spend 
similar amounts annually for 
the next five years. 

At its 10 largest sites in 
Europe and the US, including 
five in the UK, emissions and 
waste generation in 1990 were 
170,000 tonnes, equivalent to 
3.2 per cent of total produc- 
tion. These sites account for 
only 75 per cent of total pro- 
duction. but more than 95 per 
cent of all emissions. 
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By Paul Betts, 

Aerospace Correspondent 


BAA, the former British 
Airports Authority, yesterday 
announced plans to build a 
£800m-£900m fifth terminal at 
Heathrow airport, Europe’s 
busiest international passenger 
, airport 

The scheme, expected to lead 
to a lengthy planning inquiry, 
was attacked by local residents 
but welcomed by the airline 
industry. 

Sir John Egan, BAA’s chief 
executive, said the terminal 
would help Heathrow maintain 
its leading international posi- 
tion “well into the next cen- 
tury” and safeguard 10,000 jobs 
at the airport 

It would also provide extra 
capacity for 30m passengers a 
year at Heathrow, one of the 
world's most congested air- 
ports, and a new base for Brit- 
ish Airways, the UK flag car- 
rier which accounts for 40 per 
cent of Heathrow's traffic. 

The International Air Trans- 
port Association (lata) said 
that, without the new terminal 
and other air traffic control 


and infrastructure invest- 
ments. Britain could lose $lbn 
annually of economic activity 
by the turn of the century. 

BAA had originally esti- 
mated the cost of building the 
terminal at £1.6bn. but Sir 
John said that had been 
reduced to £800m-£900m 
because of improved pre-plan- 
ning and better project man- 
agement The project would be 
financed from cash flow and 
some debt, although the bor- 
rowings would not affect the 
company’s current gearing lev- 
els, Sir John said. 

Detailed architectural 
designs have yet to be com- 
pleted by the Richard Sogers 
Partnership. Boris, the con- 
struction arm of the P&O com- 
pany, is also working on the 
protect BAA is hoping to win 
government approval for the 
project in 1997 after a public 
inquiry. 

The proposals envisage 
building the terminal at the 
west end of the airport on the 
site now occupied by the Perry 
Oaks sludge works. 


terminal 5 
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' Terminal building 
— q Carpark 


Departures road 
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C onstruction of a 

fifth terminal at Heath- 
row airport is an impor- 
tant but only partial step in 
providing London with suffi- 
cient capacity to meet growing 
passenger dpmand 
Although BAA, the former 
British Airports Authority, 
yesterday tried to focus atten- 
tion on its plans to build a new 
terminal at Heathrow, it con- 
ceded that it would have to 
consider building a second ter- 
minal at the recently opened 
Stansted airport to cope with 
passenger growth in the next 
century. 

The Civil Aviation Authority 
(CAA) also believes it will be 
necessary to build a new run- 
way to serve south east 
England after the tom of the 
century. 

But the fierce public debate 
and local opposition provoked 
by new airport developments 
has forced the BAA to adopt a 
softly-softly, stage-by-stage 
approach to its long term plans 
for its London airports. 

Predictably, local authorities 
reacted strongly to BAA’s 
announcement yesterday far- 
ing that the new terminal 
would increase the number of 
flights at Heathrow, cause 


The British Pavilion isn’t 


tenribly British. 


It’s designed to show off. 


£\ 


We’ve made an exhibition of 


ourselves in Seville: the British 

jT 

.,^d| Pavilion at Expo'92. It’s our country’s 
showcase to the world. 


Bit IT AIK Bverythingaboutitdemandsyour 


f X P 0 '9 2 attention. Inside it boasts a collection 
of exhibits that show the vary best of British 
ingenuity and invention. Outside you’ll find the 


Pavilion is as impressive as the exhibition itself. 


The thinking behind its construction is 


transparent: glass and British Steel, screened by a 


curtain of water four storeys high. 


The design of the Pavilion reflects Britain’s 


maritime history. It was through exploration and 


discovery by sea that we established our strong 


connections with the rest of the world. 


Water, clearly, was an essential element. 


And the strength of steel made it tire obvious 


choice for a structure in which delicacy of 


design is a key feature. 


Wb supplied the 1,000 tonnes of steel needed 


for the construction. Now almost 3 million people 


are expected to visit this tribute to British creativity . 


Wre sure that they’ll appreciate British Seed’s 


contribution to our Pzvifon (and others atExpo^92). 


After all, it wouldn’t be standing without 


even greater noise and distur- 
bance and worsen traffic con- 
gestion on motorway links to 
the airport. 

For BAA the construction of 
an additional terminal at 
Heathrow has become an 
urgent priority if the airport is 
to maintain its position as a 
leading inte rnation al aviation 
hub and accommodate the 
steady growth in passenger 
numbers and a new generation 
of very large widebody aircraft 

Terminal 5 is the key to the 

continued development of dr 
services to the UK. Without the 
terminal. . . Britain alone would 
stand to lose a billion dollars of 
economic activity every year,” 
Mr Gunter Eser, the director 
general of the International Air 
Transport Association, said 
yesterday. 

Sir John Egan, BAA chief 
executive, warned that if the 
ter minal was not built. the UK 
air transport industry risked 
facing “the general decline we 
have seen in other industries”. 
Other European airports such 
as Paris or Amsterdam would 
take over some of Heathrow’s 
share of the international pas- 
senger market he added. 

BAA hopes the government 
will give the formal go ahead 


for the project in 1997 to enable 
the first phase of the terminal 
to be completed by 2001- 

This will provide additional 
annual capacity at Heathrow 
for 10m passengers when the 
te rminal opens in 2002 giving 
the airport a total capaefty of 
around 60m passengers a year. 
The second phase wonld.be 
completed by 2016, adding 
room for an extra 20m passen- 
gers a year. 

Evan with the completion of 
tiie first phase of the project, 

itemanH is expected to exceed 
capacity in the London area by 
3005. With the completion of 
the second phase, there would 
still be a capacity shortfall of 
27m passengers by the year 
2016, according to current traf- 
fic forecasts, unless additional 
faHHtifls are built. 

A second terminal is likely to- 
be needed at Stansted. 
Although the new £400m Stan- 
sted complex opened last year 
is still struggling to attract 
traffic. BAA remains confident 
the airport will eventually fill 
up as passenger growth recov- 
ers from the air travel slump 
caused by the Gulf war and the 
recession. Demand at Gatwick 
is also expected to grow during 
the next few years. 
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Union rules 
out split 
from Labour 


Schools to get 
extra funds 


The leader of the TGWU, 
Britain largest union, has 
ruled out an end to union 
links with the Labour party 
and expressed dismay at plans 
to dilute union influence over 
opposition policy-making. 

Mr Bill Morris, general sec- 
retary of the TGWU, Labour 
party’s largest affiliate, said 
there would be “no separation 
and no divorce” between 
Labour and the unions. He was 
reacting to proposals by rival 
ffl inHdate; in the party’s lead- 
ership election who have 
called for reform of the 
unions' 40 per cent control 
over party policy decisions at 
the annual Labour conference. 

Mr Morris said there had 
been suggestions that unions 
should become no more than 
collection agencies for mem- 
bership dues. “I am fascinated 
by the Labour Party debate. 
Not only are people making up 
policies on the hoof they are 
also trying to instruct the 
unions as to what to do with 
their money and how to con- 
duct their democratic proce- 
dures,” he said. 


The government has released 
an extra £4.4m to help local 
authorities upgrade facilities 
and remove surplus places in 
schools. Hie funding, supple- 
mentary to the annual £524m 
capital budget for schools, is 
to help reduce the 900,000 
empty school places, as esti- 
mated by the Audit Commis- 
sion, the government’s local 
authority watchdog. 


Tube staff 
offered 4.5% 


London Underground has 
offered a 4.5 per cent pay rise 
to its rail and craft unions and 
appeared to make some prog- 
ress on its disputed company 
plan with the transport union 
RMT. The pay rise, the same as 
that offered and accepted at 
British Raff, is likely to be 
accepted by the unions. 


Travel group 
criticised 


Private rail 


service begins 


Britain’s first private rail ser- 
vice has started between Scot- 
land and London, offering dis- 
count seats on overnight 
services to the capital 

Stagecoach, the entrepre- 
neurial bus operator providing 
the service, became the first 
private operator on the state 
rail network by leasing two 
carriages from British Rail, 
which are hauled behind BR’s 
existing sleeper service. 

The seat-only carriages have 
been taken over by Stagecoach 
on a three-year contract with 
BR and painted in the bus com- 
pany’s blue, red and orange liv- 
ery. 


The latest monthly report of 
the Advertising Standards 
Authority, indicates that dubi- 
ous practices for holiday time- 
shark are still giving cause 
for many complaints, but that 
some travel companies have 
also recently been found to use 
misleading advertising. 

Three complaints against 
the travel company Airtours 
are upheld by the ASA. In one, 
Airtours used an advertise- 
ment headlined “Kids £199 to 
Florida", but the offer foiled to 
point out that- it was available 
only to one child per two fhH- 
fare paying passengers. 


Warning on 
pit closures 


TV company 
seeks review 


our support 


Mr David MeUor, National 
Heritage secretary has agreed 
to give further consideration 
to a proposal to extend the 
mor atorium on takeovers of 
ITV companies until the mid of 
1995. 

Central Television, the Inde- 
pendent TV company, has been 
campaigning against moves 
which from 1994 will. In the- 
ory, enable Community com- 
panies to take over all of ITV. 
In most other EC countries 
there are barriers to overseas 
takeover of television net- 
works. Mr Mellor, the minister 
responsible for the media, has 
promised to re-examine the 
possible effects of changes in 
broadcasting legislation. 


Continued pit closures in Nov 
tinghamshire would have a 
“devastating” effect on the eco- 
nomic and social life of the 
county, the North Nottingham- 
shire Training and Enterprise 
Goal has warned the g o vern- 
hxent it urged the formation of 
a national energy policy 
on the use of coal as a strategic 
fueL This is the first political 
intervention by a tr aining and 
enterprise council, 82 erf which 
have been set up across 
E ng la nd to bringing the train- 
ing system closer to private 
sector needs. 


Demand grows 
for physicists 


British Steel: British mettle 


Satellite venture 
launched 


Mr Derek Lewis, former chief 
executive of the Granada 
group, is to set up an entertain- 
ment channel on satellite tele- 
vision in a joint venture 
between Thames Television 
and the BBC. The venture will 


2“ °f physics gradu- 

ates is foiling wdl short of the 
UK demand for qualified phys- 
®nd the position - Is 
Hkely to worsen, according to 
a report published by the 
institute of Physics. The insti- 
tute claimed that the number 
of Physics-based enterprises in 
toe UK expanded from 20,000 
31.500 In the 
1980s, while In 1993 the num- 
ber of new physics graduates 
Jfflbe only 13 higher than in 

By contrast, it says, between 
IMS and 1989 the number of 
«ienc*tndiied graduates rose 
oy 18 per cent in Japan and 81 
Per emit in Germany. 
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£qual pensions set 
back by EC court 


By Robert Ric*, 

Leffal Correapondant - 

- EQUAL jpensibn rights for men 
mod women in the BK suffered 
a ^s^baci: yesterday when the 
Eortqiefln Court of Justice in 
Lnxanboorg: gave a prelimi- 
nary. opinion that EC lew does 
not require equal treatment of 
men and women in . national 
insurance contributions. 

The advocate general’s op!n- . 
ion, in a case brought by 
Britain’s Equal Opportunities 
Comndssujn (EOQ, is not bind- 
ing on the foil court But In 
most cases. Hie court upbdds 
advocate general’s opinion. 

The EOC was seeking a dec- 
laration that the US govern- 
ment was in breach of an obli- 
gation. in the EC social secnrfty 
directive to give equal treat- 
ment in state benefits. 

To qualify for a stale pension 
in the UK msn, must have paid 

national Insurance {ND - the 
tax levied on all wage earners 


to pay for sodal security bene- 
fits - for 44 years. But for 
women the figure is 39 years. 
After the age of 60 women may 
not make any further MX con- 
tributions, but working men 
between 60 and 64 must pay MI 

nflntrftmffflnK from frhwr pam- 

ings even if they have already 
contributed for 44 years. 

The EC directive permits 
member states to retain differ- 
ent pwiqiftn ag pff for men and 
women, but sets out a number 
of aspects of state pension 
schemes where equal treat- 
ment most apply. 

The EOC argued that the 

OK’s arrangements far contrf- 
bnttons and eligibility for state 
pension were in breach of the 
sodal security directive- 
The advocate general’s opin- 
ion contrasts with recent Euro- 
pean Court decisions on equal- 
ity In the employment and 

pemciryn fi oMc 

In the 1990 Barber case 
mvoitviiig occupational pension 


Exporters warn 
of poor prospects 


By Ralph Atkins 

LEADING EXPORTERS have 
warned rr rf m K fterg that the UK 
will become u a screwdriver- 
assembly economy” if the gov- 
ernment’s “lamentable" atti- 
tude to supporting exports Is 
not. reversed, the opposition 
Labour party said yesterday.! 

A WwiimvhiIihb g<nf fjnrfrn g 
the general election campaign 
and leaked to Labour hi recent 
days warns that, without cor- 
rective action, the UK's “only 
real exports will be British, 
jobs*. Labour said the memo 
was backed by the British 
Expo rt ers ' Association. 

The strong language high- 
lights the anriatiafi of export- 
ers, particularly since the sale 
last year of the short-term 
iTnatranw* division of the gov- 
ernment's Export Credits Guar- 
antee Department (ECGD). 

It suggests there was an 
organised lobbying campaign 


during tie election by export- 
ers to persuade Mr John Major 
to shake up the Department of 
Trade and Industry and put 
pressure on the Treasury. The 
memorandum says the organi- 
sations planned "to convene a 
press ww rfw wnwi in the near 
future to expose the fallacy of 
the Treasury position". 

Yesterday the British Export- 
ers’ Assoriidlan confirmed that 
it planned to meet Mr Richard 
Needham, the new trade minis- 
ter, an May 26 but tefcsed to 
comment on the leaked docu- 
ment. The DTE said the volume 
of UK exports was at a record 
level but that Mr Needham was 
ready to listen to industry. 

The exporters say the ECGD 
sate, pins the introduction of a 
Portfolio Management System 
which introduced disciplines 
on the cost of export cover, 
mpmwi “most small companies 
do not export because of lack 
of incentive or assistance". 




schemes, the court ruled that 
men and women should receive 
equal pensions as wen as equal 
pay for equal work. 

The problem in the present 
case appears to be that the 
social security directive per 
znlts member states to differen- 
tiate between state pension 
ages for men and wo men . The 
advocate general concluded 
that where a member state has 
a fomri pension age differing 
according to sex, it “may still 
derogate from the principle of 
equal treatment laid down, in 
the [sodal security! directive 
imiRsw such unequal treatment 
of men can be eliminated by 
the national court without 
unduly jeopardising the coher- 
ence or financial eqtriUbrium 
of the national sodal security 
system concerned.” 

The UK government has 
already announced its inten- 
tion to move towards a com- 
mon state pension age for men 
and women. 

Vauxhail 
defends UK 
car prices 

By Kevin Dona, 

Motor Industry Correspondent 

VAUXHAIL, the second-placed 
ear maker in the UK market 
for new cars, has told dealers 
that it sees no reason to adjust 
prices in the wake of last 
week’s critical report from the 
European Commission on car 
prices. 

The EC study found very 
large price differentials 
between countries for some 
models at times between Janu- 
ary 1988 and January 1991. 
According to the EC report, 
five car makers - Ford, 
Honda, Citroen, Mazda and 
Audi - bad at least one model 
with price differences greater 
than 40 per cent in one of the 
five time periods studied. 

Vauxhail, the UK subsidiary 
of General Motors of the US, 
said it had “serious reserva- 
tions” about the validity of the 
some of the EC analysis. 


Lower core 
inflation 
fails to lift 
demand 

By Peter Marsh 
and John Thornhill 

THE GOVERNMENT yesterday 
revealed a lower than expected 
figure for core inflation, 
although this potentially good 
news for the economy was 
accompanied by indications of 
continued weakness in con- 
sumer demand. 

The Central Statistical Office 
said the index of prices of 
manufactured products for 
domestic consumption rose in 
the year to April by 3^8 per 
cent, the lowest figure for 
more than four years. 

But leading retailer Marks 
and Spencer - whose sales are 
tracked on a monthly basis by 
the Treasury - said in its 
annual results statement that 
consumer spending had yet to 
show an upturn. 

Indication s th a t the removal 
of political uncertainty after 
the April 9 election has so for 
failed to stimulate the econ- 
omy were reflected in a fall on 
the London stock market It 
ended four successive days in 
which prices had closed at new 
records. The ET-SE 100 index 
of leading shares finished at 
2,722.4, down 15.4. 

The inflation figure high- 
lighted the lack of success of 
many manufacturers to 
restore profit margins, which 
hare suffered since the reces- 
sion started aronnd mid-1990. 

Meanwhile, Sir Richard 
Greenbnry, B9 and S’s chair- 
man and chief executive, said 
in announcing a 1.3 per cent 
Increase in pre-tax profits to 
£62&5m that the recession had 
not ended as for as Ua com- 
pany was concerned. Hopes of ; 
a sustained recovery later this 
year are linked to projections 
about a broad increase in con- < 
snmer spending, which 
accounts for two thirds of 
gross domestic product 
However, Mr John Major, 

the prime minister, put a more 
positive gloss on the economic 
flnfiortir, emphasising the “dra- 
matic change” in confidence 
since the Tory victory. 

Lex, Page 18 
M and S profits up. Page 20 
Results, Page 26 
London stocks, Page 29 


Like Christopher 
Columbus 
before us, we too 
are discovering 
entirely 
new worlds. 

Typical of the dis- 
coveries we have 
made is our new 
• Nestehaus exper- 
imental house Designed in collabor- 
ation with our customers, this is inten- 
ded as a. test-bed for exploring the 
’ potential of plastics 'm the construction 
industry. With a plastics content of 
75% compared to 5% in a traditional 
building, Nestehaus highlights the com- 
pletely new and unique opportunities 
opened up by the world of plastics. 

Neste Chemicals can call on 
expertise in every aspect of the plastics 
production chain, from base chemicals 
to specialty polymers. Something that 
has helped us become one of the 
world's leading producers of polyethyl- 
ene, polypropylene, polyester gelcoats, 
and ad heave resins. 

Neste Corporation 's core busi- 
nesses are oil and chemicals. 

Oil exploration and production, 
with a particular focus on low-sulphur 
crude oil, is carried out worldwida 
Neste's refineries produce a compre- 
hensive range of products, including 
Europe's lowest sulphur-content diesel 
oil. as well as MTBE a key component 
in advanced unleaded gasolines, such as 
Neste's own Gty Gasoline. This was 
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the first low-pollution fuel of its type to 
be launched in Europe. In the service 
station field Neste is expanding into^j| 
the Baltic region. 

Neste is also a leading 
world trader in crude oil jm&gi • 

and petroleum 

products. ■|Bg8 s |£j|| 

tanker fleet is 

among the 

in the world 
To minimize the 

of spills at sea. all shipsqHKHHM^^ 
incorporate either ' ^JBk. jjStf 
a double hufl or double 
bottom. 

Neste also has natural gas^gH: ^ 
and LPG interests, and develops 
and markets solar and wind energy^WP 
systems. 11 

Neste Corporation: Key figures for 1 991: 

USDMffioo | Net sales |taesonenc| Personnel 
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DivisronoJ /Jgtres indude mienxjJ sates. 

Neste is exploring the future, 
today. Discover Neste for yourself! 

1 For further information, please contact 
us at the address below. 

Neste Corporation, Communications 
P.O. Box 20, SF-02 1 5 1 Espoo, Finland 
teL +358 0 4501 
telefax +358 0 450 4798 
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HMS Invincible leads a Royal Navy flotilla which yesterday left Portsmouth, the south coast naval base, to visit East 
and South East Asia and the Arabian peninsular. The ships will take part in exercises and the Ministry of Defence 
said the trip would “demonstrate the continuing ability of the Navy to operate in strength outside the Nato theatre" 

Major sails into royal squall 

V ICTORY does not carry Parliament secured at the of Commons next week so the Maastricht legislation lh vutwl 

with it the assurance of Maastricht summit. the Euro-sceptics had anyway on. The best estimate at pres 

tranquillity. His sue- But in politics, language, been marshalling their forces ent is that about a dozen Con- 


V ICTORY does not carry 
with it the assurance of 
tranquillity. His suc- 
cess on April 9 left Mr John 
Major as strong a prime minis- 
ter as any in recent history. 
But the mild hysteria which 
gripped some Conservative 
MPs this week over the 
Queen's comments to the Euro- 
pean parliament was a timely 
reminder that he will not be 
immune from squalls. 

There was nothing remark- 
able in the sovereign’s speech, 
though the very fact of its 
delivery marked again the 
prime minister’s break with 
his predecessor. The balance 
she struck between the role of 
the European Community in 
securing permanent peace in 
western europe and the need 
for national diversity was 
entirely consistent with her 
government's stance. 

Even the garbled precis of 
her remarks released by Down- 
ing Street on Monday went lit- 
tle further than recognise the 
enhanced authority which the 
Community and the European 


Parliament secured at the 
Maastricht summit. 

But in politics, language, 
perceptions and timing are 
often more important than sub- 
stance. 

The tensions building in a 
small but vocal section or the 
Conservative party over the 
Maastricht legislation always 
threatened dissent if there was 
any suggestion that the Queen 
was siding with the Euro-en- 
thusiastics. The suggestion in 
Downing Street's advance 
briefing that she would down- 
play the significance of 
national parliaments guaran- 
teed a row. 

It there is a single thread 
linking the views of the Euro- 
sceptics within the Conserva- 
tive party it is their jealousy of 
the prerogatives of Westmin- 
ster and their disdain for Stras- 
bourg. 

The timing of her visit - 
linked to Britain's forthcoming 
presidency of the Community - 
was also unfortunate. The 
Maastricht Treaty legislation is 
due to be debated by the House 
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of Commons next week so the 
the Euro-sceptics had anyway 
been marshalling their forces 
for a rebellion. 

Mrs Margaret Thatcher had 
let it be known at the start of 
the week that a speech she 
plans to deliver in the Hague 
on Friday will include as scath- 
ing an assault on the federalist 
cause as in her Bruges speech 
four years ago. 

So the Queen's appearance 
on the Strasbourg stage - Mrs 
Thatcher refused to contem- 
plate a visit by the sovereign to 
an institution she holds in con- 
tempt ~ was a catalyst for 
public tensions. 

In spite of Mr Major’s assur- 
ances that Maastricht would 
not allow the Community to 
usurp the authority of British 
MPs, there are more unwel- 
come headlines to come. Mrs 
Thatcher's influence has been 
diminished by her departure 
from the Commons, but her 
speeches on Europe play still 
to a receptive media. 

There will also be not insig- 
nificant rebellion when the 


Maastricht legislation is vutwl 
on. The best estimate at pres- 
ent is that about a dozen Con- 
servative MPs tvill oppose it 
and perhaps half that number 
will abstain. The figures could 
rise. 

In theory that would com- 
fortably rob Mr Miifor of his 
majority oT 21. In practice the 
present disarray m the Labour 
party • it has not yet decided 
on its stance and may well 
abstain uu the substantive vote 
- and likely support for the 
treaty from the liberal Demo- 
crats appears set to guarantee 
the prime minister a comfort- 
able majority. 

Bui the debate will not to be 
without its awkward moments, 
particularly if the rebels can 
muster opposition support for 
their coll for a referendum. 
Even for a prime minister who 
has proved himself supremely 
adept at rilling the philosophi- 
cal divides in his own party, 
there is no such thing as a 
quiet life. 

Philip Stephens 
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The French connection 


E ver since General de 
Gaulle Insultingly 
described one Japanese 
prime minister as a tran- 
sistor salesman, France has had a 
schizophrenic attitude to Japanese 
investment 

Yet it hosts more Japanese facto- 
ries than any European country 
except Britain. 

A year ago, corporate planners in 
Tokyo were scratching their heads 
over the protectionist and anti-Japa- 
nese remarks of Edith Cresson, 
France’s former prime minister. 
More recently, the new premier, 
Pierre Beregovoy, has been trying 
to convince the Japanese that they 
are, after all, welcome in France. 

Which one really represents 
French policy; the hostile Cresson 
or the nice Beregovoy? 

The experience of three very dif- 
ferent kinds of Japanese investors 
in France - Canon, the office 
equipment group, Nissan cars and 
Ajinomoto, the food processor - 
suggests that the truth is some- 
where in between. 

Japanese - indeed any foreign - 
investors are welcome, so long as 
they do not disrupt local competi- 
tion. Several lessons for newcomers 
can be drawn from the 10 years or 
more that each company has spent 
in France. 

First is the power of the indus- 
trial lobbies, which are strongest in 
telecommunications, cars and elec- 
tronics. The civil service is sensitive 
to them, employs some of their top 
people, and exerts an all-pervasive 
influence. 


Nissan and Canon found local 
partners to guide them through the 
system, while Ajinomoto got on by 
striking a joint venture with a pillar 
of the French industrial establish- 
ment. 

Second, government policy 
switches are only a brake on foreign 
companies, rather than a deterrent 
to them. They axe seen by Canon as 
a costly irritant and offered by Nis- 
san as one reason why France has 
missed the wave of Japanese invest- 
ment in European car plants. 

“The political changes just make 
us hesitant," says Hiroshi Naka- 
mura, who recently became presi- 
dent of Richard-Nissan, the Japa- 
nese group’s French distributor. 

Despite the difficulties, the trio 
are increasing their commitment to 
France. They say they are there for 
the long-term, rather than making a 
dash in under trade barriers. 

Canon, for example, opened its 
European research centre in Brit- 
tany last month, which it nlaima 
makes it the first Japanese manu- 
facturer to have all its functions 
represented In France. 

Nissan has just bought control of 
its French distributor, while Aji- 
nomoto and its French partner, the 
Lafarge Coppde subsidiary Orsan, 
plan to open a new Italian plant in 
Venice to make animal food protein 
supplements. 

They are not alone. Elsewhere. 
Sony has opened its fifth plant in 
France. Hitachi will in July open a 
disk-drive centre in Origans, and 
Toyota is p lanning to take a minor- 
ity stake in Its distributor. 


Getting into France was the least 
of the three investors’ problems. 
The French administration wel- 
comed Canon to Liflr§, Brittany, in 
1983, because government attempts 
to create a French-owned photo- 
copier industry bad come to noth- 
ing, says Jacques Le Gall, an 
adviser to Canon France. 

Since then. Canon has followed a 
classic Japanese step-by-step invest- 
ment pattern. Starting with local 
assembly of imported components, 
it has built up a broad base of local 
suppliers and has set up a club to 
keep them up to date on its rigorous 
quality requirements. 

Local content is around 60 per 
cent and Canon recognises it Is 
politically advisable to keep It high, 
says Le GalL The new research cen- 
tre in Brittany completes the chain. 

C anon’s difficulties began in 
1967, when its electric type- 
writer production in Brit- 
tany was subject to European Com- 
munity anti-dumping duties on the 
grounds that it contained a high 
proportion of dumped components. 

More seriously. Canon found it 
impossible to get government 
approval to sell its facsimile 
machines in France, a product that 
faces competition from poiiticaliy- 
influential French companies like 
Alcatel. Matra and Sagem. 

The reason given again was not 
enough local content ft was at that 
point that the Japanese group head- 
hunted Le Gall, an adviser to the 
then regional development minister. 
Canon had to export Its French- 


made fax machines for two-and-a- 
half years until mid- 1989, when the 
government was at last satisfied 
that the local content was high 
enough to sell foxes in France. 

Inside the plant itself; Canon has 
found it surprisingly easy to per- 
suade a mainly French workforce 
and management to adopt Japanese 
methods, such as total quality con 
trol and consensus decision-making. 

Instead of reacting to fast ded 
sions from the top, French execu 
lives have had to get used to mak- 
ing their own input to a very slow 
decision-making process, says Le 
GalL 

Out of the 750 staff at Liffe, 30 are 
Japanese, mostly in management 
The French staff have adapted well: 
the plant is 97 per cent as efficient 
as its counterpart in Japan and 
more efficient than Canon's Ger- 
man operation, 

Nissan's experience is similar to 
Canon’s; years of frustrating resis- 
tance from officials, but a harmoni- 
ous relationship with French staff 
and customers. 

Its entry to France started in the 
early 1580s when the Japanese com- 
pany appointed a French distribu- 
tor, Jean-Pierre Richard. 

At first, Nissan wanted a 34 per 
cent interest in the new company, 
Richard-Nissan, hut the government 
refused. “They never gave us a rea- 
son," recalls Akmari Okabe, mar- 
keting director. 

Nissan waited until 1586. before 
taking 9.55 per cent, below the 
threshold then needed for official 
clearance. 



Then, three years ago, Richard 
told Nissan that he wanted to retire 
and sell his 7259 per cent stake to 
the Japanese car group. 

Nissan was granted permission to 
buy last summer, with no condi- 
tions attached. 

“The atmosphere has dramatic- 
ally changed since that agreement," 
says Okabe. Nissan’s path was also 
eased by getting Sodcte Generate, a 
leading French commercial bank, to 
present its case. 

With that hurdle out of the way, 
Nissan is now setting about trans- 
forming its French dealer from a 
small company with “one man top- 
down management” to a group 
where responsibility is widely 
spread, says Nakamura. 

Since Richard's retirement, the 
group has brought in four Japanese 
managers to join the 250 staff, head- 


ing up new departments, from sales 
to marketing and personnel 

So for, the French staff are taking 
well to the change, says HervS de 
Villeplde, Richard-Nissan's vice 
president 

Ajinomoto's 19-year-old joint ven- 
ture with Orsan never experienced 
such bureaucratic teething prob- 
lems. 

This could he because the market 
for animal fool protein is free, with 
no government Interference, argues 
Alain Crouy, chairman of Euroly- 
sine, the joint venture with Orsan. 

The French partners reckon they 
have benefited from adapting Aji- 
nomoto's production methods to 
their jointly-owned plant in Amiens, 
which has increased productivity by 
a third In three years. 

They have kept a French union 
structure and workforce, but the 


management is split equally 
between Japanese and French staff, 
“What we try to do is to. marry 
French creativity with Japanese 
methods," says Crouy. . . 

On one thing all three agrees 
France has been getting less protec- 
tionist over the last decade- as the 
government has become anxious 
not to foil behind on foreign invest- 
ment of all kinds. 

The door may be swinging open: 
But the trio's 'experience shows that 
an inside track to the establishment 
is still useful, whether it be a head- 
hunted government official, an 
influential bank or a joint venture 
partner. 

* The Evolution of Japanese Direct 
Investment in Europe - death of a 
transistor salesman; Harvester 
Wkeatshecf....' 


M ention foreign language 
training and most Brit- 
ons still flinch. 

In despair, many managers spend 
thousands of pounds on training 
programmes they have not seen or 
tried, nor evaluated to see whether 
they meets the needs of staff. 

Some send employees on lengthy 
courses without any Idea of the 
value of the training to either the 
individual or the company. 

This lack of quality control is 
endemic in British business, 
according to Stephen Hagen, curric- 
ulum director for languages at the 
CTC Trust, the government initia- 
tive to bolster industry’s involve- 
ment In higher education. 

He has co-edited a new book* set- 
ting out guidelines for companies 


Talking turkey on foreign language lessons 

Christopher Price picks and chooses from the many training programmes now on offer 


planning to bay language training 
packages. “Too many companies 
are adopting a ‘quick-fix’ 
approach," says Hagen, “while foil- 
ing to apply the normal rules of 
purchase to language services as 
they would to, say, baying a com- 
puter system or a company car.** 

The wide variety and styles of 
language training means that the 
potential purchaser faces a vast 
array of choices. 

A typical corporate response to 
language training would be: 


• to send for some well-advertised 
tapes; 

• to hire a French student to teach 
a lunchtime class; 

• to send staff along to the local 
college; 

• or to expect staff to learn in 
their own time and at their own 
expense. 

For Hagai, this type of response 
is irrelevant and can even he dam- 
aging. “AH our competitors In 
other countries are now pursuing 
integrated language strategies and 


it is important that we follow suit," 
he says. 

Hagen recommends that compa- 
nies establish a formal language 
training policy, setting out the 
objectives and including a specific 
budget 

A company should also under- 
take a “language audit” to gauge 
the language learning abilities of 
existing personnel linguistic apti- 
tude tests, available from the Open 
University and from colleges affili- 
ated to the Export Language Train- 


ing programme, would play a part 
in this to determine how iong 
tuition for individual employees 
would take and the consequent 
cost. 

The savings for a company pursu- 
ing a qualitative approach can be 
enormous. Using data from the 
Australian government, Hagen has 
calcidated the average time it takes 
business people to reach a set level 
of language skill A “slow-track" 
learner can take 210 hours to reach 
the same “survival” level in a Euro- 


pean language as It can take a typi- 
cal “fast-track” student to reach in 
75 hours. At a training cost of £40 
per hoar, the difference can be a 
staggering £5,400 per employee. IT 
the language Is Japanese, the dif- 
ference can be 300 hours. 

There are other issues to be con- 
sidered. 

• Should the training he con- 
ducted on- or off-site? 

• Should it be condensed or given 
on a continuing basis? 

• What are the abilities of the 


teaching staff and are they relevant 
to commercial needs? 

• At tire end of it all, return on 
investment should he measured. 

With the debate In continental 
Europe now centring on which 
third of fourth foreign language 
should be studied, Hagen says that 
It is time for the era or conscious- 
ness-raising oyer language training 
in the UK to move on. - 

“The message Is slowly getting 
through. The debate now . is about 
quality of training, about how indi- 
viduals can best be utilised and 
how cnuipanluK can, get value for 
money.* . 

^Languages in International Busi- 
ness: a practical guide, edited by 
Doug Embleton and Stephen Hagen. 
£10.99. Hodder & Stoughton 
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BUSINESS AND THE ENVIRONMENT 


T he last thing one might 
expect to find in a remote 
town deep in the Amazon 
jungle is a karaoke bar 
full of Japanese singing “My Way” 
in broken English. But the song at 
least is peculiarly appropriate. 
Tome-Acu. the oldest Japanese col- 
ony in Amazonia, is being studied 
increasingly as a possible model for 
the sustainable development of the 
world's largest rainforest 
In the closing weeks of the rainy 
season the small muddy town of 
Tome-Acu, seven hours by dirt road 
from the nearest port, looks an 
unlikely success story. Initially, all 
that marks it out is a preponder- 
ance of banks and the Japanese 
faces behind the wheels of mud- 
splattered Beetles hurtling between 
potholes. 

But Tome-Acu has shown that 
through flexibility and good man- 
agement it is possible to progress 
from subsistence forming to com- 
mercial agriculture in the Amazon 
without mass deforestation. 

Established in 1929 with the 
arrival of 43 families from Japan, 
the colony has seen numerous 
highs and lows as prices of its cash 
crops fluctuate on world markets. 
But it has survived through contin- 
uous adaptation and crop diversity. 

Its beginning was hardly auspi- 
cious. Sponsored by a Japanese tex- 
tile company as part of a wave of 
immigration to relieve population 
pressure at home and provide 
needed agricultural labour in Bra- 
zil, attempts of the first arrivals to 
establish a cacao plantation were 
thwarted by inexperience and lack 
of capital 

Instead of making money and 
returning to Japan as they had 
planned, they resorted to subsis- 
tence farming of rice and beans. 

A co-operative was formed to try 
to market products brought from 
Japan such as tomatoes, cucumbers 
and peppers which were not known 
in Brazilian households. 

Over the next decade another 325 
families and 128 single men arrived, 
but many left because of economic 
crises or fell victim to malaria. By 
1542 only 98 households remained. 

The community was on the verge 
of bankruptcy when it discovered 
its miracle crop - black pepper 
brought from Singapore. As the Sec- 
ond World War disrupted pepper 
production in Asia, prices rocketed. 
By 1961 the small colony was 
responsible for more than 5 per cent 
of total world production. 

Tome-Acu's prosperity was 
brought to a sudden end In the late 
1960s by a combination of declining 
world pepper prices and a fungus 
which attacked pepper plants. 

Many people left and those that 
stayed had learnt an important les- 
son. “We have never again 
depended on a single crop.” says 
Kozabura Mines hits, director gen- 
eral of the co-operative. 

Although the community did not 


Christina Lamb describes how a 
Japanese colony in the Amazon offers 
a lesson in sustainable development 

Passion in 
the forest 



abandon pepper It began Introduc- 
ing other crops such as passion 
fruit, rubber, melon and ailpalm. 

Today, the 180 forms of the coop- 
erative produce around 40 crops. 
Jorge Ito is typical growing seven 
crops on his 200-heciare form In a 
mosaic of crop systems, native for- 
est and secondary forest regenera- 
tion. 

Ito interptante short-lived plants 
such as papaya and passion fruit, 
which take only two years to grow 
with longer-life crops such as pep- 
per. Rubber and cacao grow 
together, the robber trees providing 
necessary shade for the cacao. He 
has started growing berries for nat- 
ural colour dyes, acerola, a fast- 
growing, cherry-like fruit, and kale 


for cattle feed. “This way we spread 
our risk," explains Ito. 

However such a system - involv- 
ing heavy use of nutrients to pre- 
vent soil exhaustion - requires 
considerable capital investment and 
management techniques which may 
make it difficult to copy. ' 

The cooperative set-up has facili- 
tated access to credit, machinery 
and techniques, employing two 
agronomists. There is considerable 
interchange of information with 
working groups for each crop. 

The current low pepper price of 
only $850 a tonne with no 
short-term prospect of Improvement 
means passion fruit has now taken 
over as the colony's main crop, 
producing 1285 tonnes last year. 


With a $900,000 loan from the 
Amazonia Bank last year the coop- 
erative set up a factory to process 
tropical fruit into pulp and then 
freeze it to be used for juices and ice 
creams on both the domestic and 
export markets. “We decided that 
the only solution was to stop being 
a producer of primary materials 
which will keep ns forever back- 
ward. Rather than supplying indus- 
try we must begin processing our- 
selves," says Mineshita. 

They are focusing on three fruit: 
passion, acerola and cupuacu. Pas- 
sion fruit was chosen because it 
already has a market in the US and 
Europe, although the co-operative's 
only contract is with a fruit juice 
company in Sao Paulo because it 
does not yet have sufficient produc- 
tion for export 

Acerola is native to Brazil and its 
high vitamin C content (around 50 
times that of an orange) has made it 
popular in Japan. The co-operative 
is hoping to develop a market in 
Europe and is currently negotiating 
with a French company as well as 
In Korea, Portugal South Africa 
and the US. . 

Cupuacu is a hard, coconut-like 
fruit with a coating of brown dust 
on the outride and an interior of 
fleshy white fruit with a strong 
aroma. The fruit is unknown out- 
ride Brazil but Mineshita is hoping 
this will change through a deal 
recently struck with American non- 
profit organisation Cultural Sur- 
vival International. 

“It is crucial for these communi- 
ties to get control over production. 
In studying agriculture in the Ama- 
zon there has been over-emphasis 
on technical roadblocks and under- 
emphasis on capital, marketing and 
processing which is where the game 
is really won or lost,” says Christo- 
pher Uhl a biologist at Penn State 
University who has been studying 
the colony. 

The co-operative is now concen- 
trating on increasing production 
and testing other fruits such as bar- 
icuri and gra viola. The stress is 
always on quality through continu- 
ous testing and selection of the best 
plants. 

According to Evandro Kikuchu, 
deputy factory supervisor: “The risk 
is,, if we develop markets for these 
fruits, that other, people will begin 
to produce and saturate the market 
causing the price to foil We know 
the survivor will be he who pro- 
duces best quality.” 

The focus on native Amazonian 
fruits may win points from ecolo- 
gists but the real motive is eco- 
nomic. “We know we cannot com- 
pete with the south where they 
have advanced technology and 
access to market, so it is better to 
concentrate on native fruits," says 
MinoaViita. 

“If we foil our only option will be 
to use our land for pasture or wood- 
cutting which will destroy the for- 
est” 


Temperatures raised by 
free market fever 

Bolivia’s tropical woodlands are being chopped down 
at a rate which rivals Brazil, writes John Barham 


Y et another tropical rain 
forest disaster is in the 
making. This time the cul- 
prit is Bolivia. Its thickly forested 
eastern lowlands are being devas- 
tated by logging companies and 
migrants in a repeat of the blun- 
ders In neighbouring Brazil 
From the air, the virgin forests 
look like an endless dark green 
carpet, occasionally slashed by 
broad rivers which reflect the sun 
in blinding silver flashes. 

Yet international aid officials 
estimate that the forests are bring 
cut down at a rate of 200.000 hect- 
ares a year. That represents a loss 
of about 0.5 per cent of the forest 
cover every year, among the 
world’s highest depletion rates. 

The problem is free enterprise. 
Bolivia is one of Latin America's 
pioneers in experimenting with 
free market reforms. It was even 
the first debtor nation in 1987 to 
allow “debt- for- na- 
ture” swaps, in which 
foreign debt is 
swapped for local 
currency and used to 
pay for conservation 
projects. It also 
claims to have some 
of the continent’s 

most progressive 
environmental legis- 
lation. But the weak, 
lame duck govern- 
ment is paralysed by 
indecision and is in 
thrall to special inter- 
est groups. Bolivia 
may have released 
companies from the 
weight of state control, bnt it has 
not prevented them from commit- 
ting environment plunder. 

According to Cedoin, an inde- 
pendent La Paz information cen- 
tre, the government has granted 
22.5m hectares of logging conces- 
sions - half the counter’s forests. 
Aid officials complain that agen- 
cies like the World Bank, which 
was implicated In Brazil’s environ- 
mental catastrophe and is active 
in Bolivia, are not doing enough 
to temper the free market fever. 
The government did act in Janu- 
ary 1990, when it approved the 
grandly-tilled “Historical Ecologi- 
cal Pause”, In theory this trace 
suspended all environmentally 
aggressive activities while new 


policies were drawn up. But envi- 
ronmentalists say no attempt was 
made to stop losing. 

“It is frightening, it is uncon- 
trollable - It is enough to make' 
you cry. You see areas bring plun- 
dered, but there Is no control. 
Nobody is responsible for any- 
thing," said one scientist 

Loggers only harvest the most 
valuahle trees. This both reduces 
ecological diversity and lowers the 
forest’s economic valuer which In 
turn reduces the incentive to pro- 
tect the jungle. Forestry officials 
earning $100 a month do not think 
twice at taking bribes to let con- 
voys of trucks loaded with' hard- 
woods past their checkpoints. 

Land-hungry migrants, many of 
them miners who lost their jobs 
when loss-making state-owned 
mines closed down, are also enter- 
ing into the lowlands. 

Close to the deforestation front 



line is the ecological reserve that 
was established under the pioneer- 
ing 1587 debt-for-nature swap. The 
Estaclon Biologies del Beni, a 
135,000 hectare reserve, lies in the 
forested foothills of the Andes. 

An important part of its work is 
developing sustainable develop- 
ment strategies. “Increasing agri- 
cultural production redness pres- 
sure on natural resources. Settlers 
do not destroy the forest for fun, 
they do it to grow food. So we try 
to take our knowledge to them,” 
said Carmen Miranda, assistant 
project co-ordinator. However, her 
work is bring swept aside by an 
avalanche of migrants, 

Aid workers say the government 
has done nothing to organise the 


new settlers. They receive no sup- 
port or technical guidance, so they 
quickly degrade the fragile forest 
soils. And -as crops fail, they 
advance deeper into the forest - 

Meanwhile, promising mineral 
deposits have just been found In 
eastern Bolivia. The government’s 
'draft legislation may meet inter-, 
national environmental standards 
and multinational mining 
nies are taking more care in pro*-/ 
tectlng . the environment 1 still" 
mining would represent yet 
another threat to the region. . 

Yet, as Carlos Arze of the.gov- 
eramentis National Envlnnoneht 
Fund, points out; “You have-*- to 
balance the deterioration of the 
environment against the Inflow of 
resources to a very poor country.*?. 

The drug trade, the mos£ 
extreme form of free enterprise 
and Bolivia's largest source of 
hard currency, is also . wre cking' 
the environmed& 
Farmers plant coca 
bushes in unsuitable 
soils which are tim- 
idly denuded, forcing: 
them to drench the J 
soil with pesticide 
and artificial fertflia-v 
ers. As U that wert 
not enough, hu$oJ 
soyabean farms that 71 
have sprung, up': 
around the- 1 'hoam 
town , of Santa Cruz: 
de la Sierra, the east-.: 
era region’s principal 
city, eroding the so^ 
and creating. : 'amdlL-< 
deserts. The. sand 
dunes have even become a tourist 
attraction, - r ? 

. The “World Bank Is encouraging, 
the government to limit the dam-., 
age by. introducing land use con- 
trols, environmental impact 
studies and land pricing mecha- 
risffls to curb land speculation,; 
But officials aire at a loss as to 
how such policies would be made 
to work in a country where effec- 
tive government barely exists out- 
side big cities. 

E ven so , there is hope. Growing 
environmental awareness dis- 
gust at corruption, plus- pressure 
from aid donors and international 
development agencies, is begin- 
ning to make the government take 
the envir onmen t seriously. 
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F OR LONG a quiet town, 
swnewhfit off the pres- 
ent century’s beaten 
tranks . King's Lynn was hot 
always .so.. The capital of west- 
ern. Notions. between Norwich 
40 miles away and the Fens; 
King ’s Lynn was in medieval 
times one of England's premier 
towns, gaining file first of 
many charters as far M as 
120L- 

K owes its early growth from 
the Uth century onwards, to 
its position on file eastern 
bank of the Greet Ouse estQr 
ary, and to the strength of the 
East Anglian economy in those 

The town grew prosperous as 
a centre for exporting the prod- 
ucts of the local wool trade and 

for importing fha faghirmahlp 

goods and necessities of the 
day from other important cen- 
tres across the North Sea, in 
particular the cities of the Han- 
saeatic League. 

It was after visiting Lynn in 
1215 to feast with the burghers 
that King John, in one of the 
best-remembered episodes in 
English history, lost his Jewels 
in the Wash, the bight into 
which the Great Ouse poors its 
. ■waters.. 

The legacy of King's Lynn’s 
long period as a great port 
remains in one of the finest 
coQecttohs of medieval domes- 
tic-buddings in En gland t Jn its 
two -market squares, in King 
Street and Queen Street, and in 
the lanes which lead back ftom 
them to the town's old 
whanra. 

It boasts two guildhalls, 
including the oldest in 
England, the GufidhaU of St 
George, dating back to the 
early 15th. century, and the 
GufldhaU of the Holy Trinity 
from 1421.. St. Margaret's 
church is even older, with 
parts going back to the 12th 
century. 

As late as the 18th century. 
King’s Lynn remained a fash- 
ionable town, not quite in the 
same league as Bath or Chel- 
tenham, but still a desirable 
nisort in which to spend part 
of the year. . 

The most recent boost to the 
fortunes of the area mtm in 
the 1960s when an overspill 
agreement was signed with 
London. This has meant a vir- 
tual doubling of the population 
of King’s Lynn to what it is 
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today, just over 40,000. West 
Norfolk as a whole, which also 
indudes the market town of 
Downham Market, as well as 
the royal estate at Sandring- 
ham, and the seaside resort of 

Bimafainfam , is h o me to ar wmil 
135.000 people. 

A number of companies, par- 
ticularly in food-processing 
and agriculture-related engi- 
neering, have been attracted to 
the area - partly through gov- 
ernment grants - to supply 
jobs for the enlarged popula- 
tion. The region also remains 
one of foe most prominent veg- 
etable growing areas in the 
country, although fewer and 
fewer people are employed in 
ttifa gf^nf iw-qncg of mechani- 
sation. 

Though there have been 
some job losses in the present 
recession, including the do- 
sore of Anglia Cancers at a 
cost of 200 redundancies, most 
of the companies which arrived 
in 1960s and 1970s. such as 
Campbells Soups and Sun Elec- 


Plans for Improved road and rail finks are adding to the region’s 
attractions, reports Stewart Palby 

Drive to attract new investment 


trie, have remained and many 
of them have expanded. Unem- 
ployment for the area at just 
under nfae per cent is high for 
East Anglia, but it is not out of 
Ting with the Midlands or the 
national average. 

The port’s potential is lim- 
ited because of the heavy tidal 
drop ami the distance from the 
open sea. But Associated Brit- 
ish Ports, the owner, recently 
matte a £3m investment in a 
new dock - as a result, the 
port can now accommodate 
vessels carrying 5,000 tonnes of 
cargo as opposed to 3,000 
tonnes. 

The local authority’s aim 
now is to attract high technol- 
ogy or service employment to 


capitalise on the area's advan- 
tages as a location - “the 
national economy has been 
changing. There are fewer blue 
collar or industrial jobs, and 
more and more jobs in new 
white collar service industries 
and high technology concerns. 

“Frankly, we have not been 
getting our share of these new 
industries," comments Mr 
Richard High, the council's 
chief economic development 
officer. 

The drive to attract new 
investment is timed to take 
advantage of British Rail’s 
decision to electrify the rail- 
way line from London to 
King’s Lynn. This will cut the 
journey time from well over 


two hours to 100 minutes. 

The new service is due to 
start next month. To secure it, 
the King’s Lynn and West Nor- 
folk Borough Council have bad 
to promise a revenue guaran- 
tee to British Rail of £650.000 
over the next five years. 

The council has also secured 
agreement from the Ministry of 
Transport that the three routes 
which pass through West Nor- 
folk, the AlO from King’s Lynn 
to London, the A17 from King's 
Lynn to Newark, and the A47 
from Peterborough to Great 
Yarmouth will all he dualled or 
upgraded in the next few 
years. 

The rail link is seen as par- 
ticularly important, as Mr Alan 


■ Fast trains will soon 
bring the area within 100 
minutes of London: PAGE 3 
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Pe de s tr i anised shopping In historic King's Lynn, above; and 
top right, riders on the Sands near Burnham Ovary. 


Pask, the chief executive of the 
West Norkfolk District Council 
points out. 

“The foster rail service is the 
key to attracting new invest- 
ment. From next month. King’s 
Lynn will be up on the hoard 
at King's Cross in London as a 
destination. We will be locked 
into Europe, and the idea that 
we are remote and inaccessible 
will be gone." 

The shorter journey time is 
not expected to result in large 
numbers wanting to commute 
to London (although Mr Pask 
points out that by rail King’s 
Lynn will be closer in journey 
time to London than Norwich 
and people do commute from 
Norwich). 


It will, however, become via- 
ble to relocate back office or 
administrative functions in 
West Norfolk while maintain- 
ing a small headquarters in 
London. Executives will easily 
be able to travel between the 
two bases. 

It is companies willing to do 
this that West Norfolk, with 
the help of agents in London, 
is targeting. “We arc forgetting 
companies in the services or 
high technology sectors that 
would employ up to 500 people. 
We could take a company 
wanting to employ 1,000 but 
not too many of them,” says 
Mr High. 

Apart from better communi- 
cations, the area has other 
attractions. The 9 per cent 
unemployment rate represents 
4.500 mostly skilled male work- 
ers. There is a very low female 
activity rate. There could be a 
further 4,000 women looking 
for jobs if a bank or insurance 
company decided to estab- 
lished itself. 


Property and laud are also 
modestly priced. Ke-'-iilentuf 
bousing can hr half the cu:.t of 
something similar in the south 
east. Industrial land com*. 
£ 100,000 an acre - cheap, pirn 
compared to Peterborough. 

Office rents or rents for B1 
office/light industrial proper- 
ties can be as low as £.’» £6 a 

sq ft which compares with £15 
in Cambridge. 

One problem is that then* i:. 
hardly any modem HI property 
on the market as low returns 
have meant there ha* been lit- 
tle speculative property devel- 
opment. There is plenty of land 
scheduled hut very little new 
B1 type premises - the kind 
that high technology compa- 
nies like to move into - has 
been developed. Local author- 
ity officials are. however, con- 
vinced that this problem wili 
not be difficult to overcome. 

Initially, too. companies 
which want to design and build 
their own properties will be 
targeted. 
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AGRICULTURE still accounts 
for seven per cent of total 
employment in West Norkfoik, 
compared with a national aver- 
age of two per cent There are 
also between 3,000 and 4,000 
jobs in tourism. 

But manufacturing is the 
main employment sector 
accounting for more than 40 
per cent of Jobs, although the 
largest single private sector 
employer - on a year-round 
basis - Is Foster Refrigerator, 
which employs employs 650 
people. Some of the food pro- 
cessing companies have sea- 
sonal workers - thus Frigos- 
candia. for example, employs 
between 730 and 438 at various 
times of the year. It has been 
established there for 26 years. 

The manufacturing economy 
of West Norfolk today is 
shaped to a great extent by the 
influx of companies in the 1950s 
and 1960s. They were attracted 
either by government grants or 
the availability of quality raw 
materials - namely vegetables 
and other agricultural prod- 
ucts. 

Amongst the larger compa- 
nies there is an emphasis on 
food processing, refrigeration 
and engineering. As in many 


Manufacturing and agriculture are leading regional employers 

Financial service groups targeted 


rural areas, there are number 
of small but specialised manu- 
facturing concerns in sectors 
such furniture making, crystal 
glass-blowing and in printing, 
stationery and artists’ materi- 
als supplies. 

In the rnflhn sector of manu- 
facturing and food processing, 
some of the well-known names 
Include Campbell's Soups. Mas- 
ter Foods, Flumrose, Del 
Monte. British Sugar and Fri- 

goscandia. 

Many of them established 
factories In the area in the 
1960s. According to Mr Nigel 
Payne, the manufacturing and 
logistics director of Campbell's 
Soups, the location of King's 
Lynn was chosen in the early 
1960s - not only because gov- 
ernment assistance was offered 
but because of the plentiful 
supply of good quality produce 
such as tomatoes, mushrooms 
and other vegetables. 



Modern housing In traditional style In the old town, King's Lynn 


Mr Charies Abbs, Frigoscan- 
dia's general manager, says: 
“We are a frozen food proces- 
sor, packer and storer. We 
pack around 75,000 tonnes a 
year - of that, around 25,000 
tonnes are either peas or pota- 
toes in some form." 

The company, originally a 


cold storer, sees itself as ser- 
vice-provider - “we don’t actu- 
ally make anything - we pack- 
age for ‘own-label’ customers, 
such as Tesco and Safeway." 

But Foster Refrigator (UK), 
although sometimes identified 
with the food-processing sec- 
tor, is a leading manufacturer 


of refrigeration equipment for 
the commercial, retail and 
hotel sectors. It arrived in 
Sing’s Lynn in 1965. 

Some larger companies were 
located in the region before 
government assistance was 
available. For example, Dow 
Chemicals has been in King's 


Lynn since the mid-1950s. 

Mr Ed de GraaL the UK man- 
ufacturing manager of Dow, 
says that the company set up 
in the area because of its agri- 
cultural emphasis and the sub- 
sequent market for insecti- 
cides. 

Cooper Roller Bearings, 
which employs 330 in King’s 
Lynn, and describes itself as a 
manufacturer of split cylindri- 
cal bearings, has been in the 
area since the late nineteenth 
century. It grew out of a com- 
pany formed by an Inventor 
called Thomas Cooper who 
built, sold or rented steam trac- 
tors for agriculture. 

Forvair, one of the area's 
high technology companies, 
has established an interna- 
tional reputation in micropo- 
rous technology was originally 
part of the Choride group with 
facilities in the area. 

Sun Electric UK, which 


employs 250 people in King's 
Lynn is another high technol- 
ogy company, ft is a subsidiary 
of Sun Electric Corporation, a 
world leader in the supply of 
vehicle diagnostic, exhaust 
emissio n-testin g and wheel ser- 
vice equipment to automotive 
industries. 

The company originally set 
up a facility in West Norfolk to 
1967 to service clients in what 
was then the European Free 
Trade Association (EFTA) trad- 
ing region of Scandanavia, but 
not because there were govern- 
ment grants available. 

While companies have found 
that while the old problem 
(now about to be eased) of poor 
communications has added to 
transport costs, this difficulty 
was more than offset by the 
relative cheapness of land and 
property and by the right 
labour availability. Mr Ed de 
Graaf comments: “King's Lynn 
is a relatively low-cost area 
and we are successful here. We 
have no thought of moving.” 

There has, however, been 
one conspicuous casualty of 
the recession: Anglia Canners 
was taken over and closed 
down with the loss of more 
than 250 jobs. 


But most companies have 

grown and expanded. 

Sc. for example, hasinve^ 
Sire than Elm to rece £: t J? w - 
£ears and expanded its fcetory 
space from 55.000 sq feet to 
67,000 sq feet 

Campbell’s Soups haa 

increased output volume 
terms by 40 par cent to the 
past 10 years, although with a 
reduced workforce. 

Mr Abbs at Frigoscandia 
says: “We have increased our 

output each yef 
l0 years, even though there is 
a static market for frozen vege- 
tables." 

Although the manufacturing 
sector in the region is gener- 
ally in good health, the area 
has not attracted larger compa- 
nies for some time. Given that 
food processing is a “mature 
industry, with companies 
vying for bigger shares of a 
stable markets, and given that 
communications to the region 
are about to improve, the local 
authorities are keen to attract 
new investment to West Nork- 
foik, particularly in the finan- 
cial services and high technol- 
ogy fields. 

Stewart Dalby 



Old Hanseatic links are being revived in a bid to attract more visitors 


AT THE north end of King’s 
Lynn, the last fishermen's yard 
in the old fishing quarter, next 
to the port, has been rescued 
from oblivion. Here, at True’s 
Yard, two tiny restored cot- 
tages stand testimony to fhe 
days of fishing under sail and 
form a home for decades of 
maritime data. 

Just around the comer there 
is a different sort of local col- 
our - the tattooisfs shop win- 
dow displaying an astonishing 
variety of designs. 

Walk through a couple of 
twisty, narrow streets and you 
suddenly find yourself In the 
Tuesday Market Place, a huge 
car park most of the week but 
transformed on Tuesdays and 
Fridays into the market for 
which It was designed in the 
twelfth century. 

Around the marketplace 
stand the handsome mer- 
chants' houses dating from the 
prosperous days when King's 
Lynn was one of just half a 
dozen English ports allowed to 
join the Hanseatic League, a 
protective trading partnership 
of north European merchants 
established in the fourteenth 
century. 

Banks, hotels, pubs and 
other businesses may have 
come and gone in the market- 
place. but its character and 


A well-kept secret is 
about to be revealed 


beauty are undiminished- Go 
south along the east side of 
town, avoiding the ugly, pedes- 
trianised High Street, taking in 
the Guildhall of St George, the 
Oldest guildhall in 'Rnglawd and 
home to the annual King's 
Lynn Festival, the ornate Cus- 
toms House built In 1683, and 
arrive at Saturday Market, a 
focal point of the town since 
the early 1100s. It, too, houses 
cars every day except, natu- 
rally. market day on Satur- 
days. 

Here stands St Margaret's 
Church, begun in 1100 by the 
first Bishop of Norwich, com- 
pleted in the thirteenth cen- 
tury and largely rebuilt in the 
eighteenth century. 

At the front door are marked 
the flood tides which have 
reached it - the last and worst 
was on January 11, 1978. Oppo- 
site, stand two buildings with 
chequerboard flintwork: the 
Victorian Town Hall and the 
Guildhall of the Holy Trinity, 
built in 1421 and home of 


King's Lynn's treasured rega- 
lia, including the renowned 
King John Cup and Sword 
(both fourteenth century, made 
at least 100 years after John’s 
death). 

The attractions of King’s 
Lynn have been West Norfolk’s 
best-kept secret, according to 
Mr John Barrett, head of tour- 
ism and leisure for King’s 
Lynn and West Norfolk Coun- 
cil 

His department is going to 
change all that They are about 
to start a five-year marketing 
camp ai gn for the town, draw- 
ing extensively on its links 
with Germany through the 
Hanseatic League. 

“There is a unanimity among 
people of the town that we 
have by no means reached the 
full potential for visitors with- 
out spoiling the facilities,” he 
says. 

Tourism has become the sec- 
ond most important employer 
in the area after agriculture 
since Anglia Canning closed 


down, but much of the employ- 
ment is seasonal 

Mr Barrett's aim is to extend 
the length of the season as for 
as possible, and the promotion 
of the historic town as a tour- 
ism centre is central to that 

aim 

In October, the council plans 
to spend £80,000 on improve- 
ments to the already excellent 
tourist information centre 
(housed in the guildhall heri- 
tage centre) and develop the 
gaols behind it as a visitor 
attraction. 

Phase two will develop more 
of the town hall complex with 
a video to bring the history of 
the town to life. Hopes are high 
for 40-50,000 tourists a year. 

Mr Barrett’s brief is a huge 
one. West Norfolk is England’s 
fifth largest district council by 
area with a population of 
130,000. 

Its traditional catchment 
areas for tourists are Cam- 
bridgeshire, Bedfordshire, 
Northamptonshire and Leices- 


ITS CZECHNOLOGICAL! 



The Jawa. ideal for nipping around town. 




.. ’• •• =!■ 




The Desta. a true workhorse for industry, 
carring a consignment of reliable 
Barum tyres. 


The Zetor 9540. tough and reliable. 


; Estate LS, part of the award- winning Fa’ 



Through the yean, Czechoslovakia has earned a well 
deserved reputation for quality and innovation in engine firing. 
Today that reputation is stronger than ever before, thanks to the 

Skoda group of companies. 

Our extensive range of automotive and agricultural 
products are used worldwide, and are well known for their 
quality and design. 

The award winning Skoda Favorit range, designed in 
association with Bcrtone, has been critically acclaimed across 
Europe, whilst our Zetor tractors, combined with Barum tyres 
help formers to plough their furrow. The Desta forklift range 
keeps the wheels of industry turning, and the Jawa and CZ 


motorbikes, famed for their success in speedway, are as popular 
now as they ever have been. 

If it is design and build quality you need, look no further 
than Skoda (Great Britain) linked. Our importation centre, 
based in King’s Lynn is the heart of our UK operation, with a 
dedicated and experienced workforce ensuring quality. We've 
got over 100 years of engineering expertise behind us so 
it’s logical to use Czech technology. 

For forther details ofour products and our worldwide spare 
parts service contact Ludvik Thai, Managing Director, Skoda 
(Great Britain) Limited, at Skoda House. 150 Goswell Road, 
London EC1V 7DS or telephone him on 071-253 7441. 


BARUM • CZ • DESTA - JAWA • SKODA • ZETOR 



Sheep grazing at Holkham Hall, above, the seat ot the Earls of Leicester 


tershire, particularly Peterbor- 
ough. 

There Is also an increasing 
number of visitors from 
southern En gland, Dutch and 
German tourists, via Harwich, 
and a significant number of 
French. 

Although the council also 
promotes the pretty town of 
Downham Market and the 
watery fens as tourist attrac- 
tions, the main pull for visitors 
is the stretch of coast along the 
Wash from King’s Lynn, up 
past the royal parks of San- 
dringham. the lavender farm at 
Heacham mid on to the neat 
seaside resort of Hunstanton. 
The town (resident population 
5,000) receives a million day- 
visitors a year and 100,000 stay- 
ing-visitors (compared with 
Southend, which takes in 2.5m 
day trippers and has a popula- 
tion of 130,000). 

Hunstanton does not seem to 
have been affected by the 
recession, neither has it suf- 
fered the decline of other Brit- 
ish resorts over the last 10 
years. The council began 
investing in 1981, when it 
bought the resort’s Princess 
Theatre, continuing in 1984 
with the construction of the 
seafront O asis Leisure Centre, 
complete with indoor and out- 
door swimming pools, toddler 
facilities, squash courts and 


visitor areas and Hunstanton 
has the highest proportion of 
litter bins - it’s what sets us 
apart” 

His department is also evan- 
gelical about their way of 
doing thing *: and anxious that 
everybody who comes into con- 
tact with tourists treats them 
with care. 

To this end, the council has 
established the West Norfolk 
Welcome, an introduction to 
customer care for retailers 
which costs little but teaches 
the benefits of good service. 

“We have one of the most 
efficient relationships with the 
the private sector in any local 
authority," Mr Barrett claims 
with some pride. : 

“We’re always invited to any 
meeting of any organisation 
involved with tourism, and 
likewise representatives of 
those bodies attend our tour- 
ism sub committees.” 

For the sake of King’s Lynn's 
best-kept secret, one must hope 
he is not too successful 


Tourism has become 
one of the most 
important employers in 
the area, reports 
ANNIE WILSON 


indoor bowls hall. 

“We have continued to 
upgrade and develop facilities,’’ 
Mr Barrett says. "It represents 
a huge investment in basic rev- 
enue terms in keeping the 
place neat, tidy, clean and 
attractive to visitors, keeping 
the toilets clean, and as a 
result we receive many unsoli- 
cited testimonials every year. 
It costs us, but we were the 
only Norfolk resort to win the 
Blue Flag award (from the 
Tidy Britain Group)." 

Although Mr Barrett believes 
there is scope to improve the 
facilities of Hunstanton, find- 
ing more car parking space 
would be a problem. The coun- 
cil is trying to persuade British 
Rail to reinstate the now 
defunct King’s Lynn to Hun- 
stanton line with a steam train 
- a move which proved 
remarkably popular along the 
coast at Shermgtiam. 

Next door to the Oasis centre 
is The Kingdom of the Sea, a 
private development by Pleasu- 
reworld which they have since 
replicated in Great Yarmouth. 
It is a hugely successful dis- 
play of fish in natural settings 
and, like the Oasis, provides 
excdlent family entertainment 
whatever the weather outside. 
Attracting Pleasureworld to 
H u ns t an t o n was a great suc- 
cess for the council and they 
have taken careful note of the 
little things that please their 
customers. 

“This was the first develop- 
ment Pleasureworld made in 
eastern England, purely 
because of the number of visi- 
tors to Hunstanton and the 
attention we pay to our facili- 
ties,'’ says Mr Barrett. 

"We Iter groat emphasis on 
getting the basics right- the 
dog warden concentrates on 
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LEADING MANUFACTURERS OF. 
EQUIPMENT FOR LEGISLATED INSPECTION 
SYSTEMS FOR 
CAR EXHAUST EMISSIONS 
AND DIESEL SMOKE 

' Suri^ectrlc UIK. Ltd. ’ ^ ; 
Oldmedow Road, King's Lynn, 
Norfolk, PE30 4JW 

Tel:. 0553-692422 Fax: 055^691844 
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KING'S LYNN 

56 ACRE BUSINESS AND INDUSTRIAL PARK 
(16 ACRES SOLD TO EASTERN ELECTRICITY) 

CLOSE TO KING’S LYNN BYPASS 
GOOD ACCESS TO THE A47, A10 AND A17 

FREEHOLD SERVICED PLOTS - 1 -20 ACRES 

NOW AVAILABLE 

LAND AND BUILDINGS TO OCCUPIER’S 
SPECIFICATION 

FOR SALE - TO LET 
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mMNS WILL leave. King's Cress station 
m London this morning within nm* ■mm. 
'®£* ofrachofe«: One. the G&45, boasts 
r ^ oondmoning; comfort and a full restan- 
rent service. The other, the 08.48; has less 
style. It is cramped and spartan, and the 
- Iwattog is matic. ■•*.•_. 

- At 1L06 both trains should be polling 
into stations. -Tbe fi ret will have raced 
®p« than 230 miles north. to Darlington; 
the second will have ridded less than JjOO 
miles across the fens to Eng’s Lynn. 

While distant parts of B ritain are served 
by modem highspeed trains; west Norfolk 
Is naked to London by an indirect and 
unreliable' service. Tbe- rolling stock Is via- 
tage: Eden, was prime minister when it 
was new; and railway entirasiasts regard 
the semaphore signals as memorabilia. 
.There are few railway enthusiasts 
an»ng the passengers who travel regu- 
larly across the doll flat landscape to 
King’s Lynn. They have endured a shabby 
sendee for years on this dead-end 1tT >p one 
ot- British. Bail's more ragtag routes.. 
But this is about to change 
- BK is spending £20m on electrifying the 
One and £l2n> cm sew ^ grmiKr^ , in spite 


Fast trains will soon bring the area within 100 minutes of London, says Tim Burt 

All change on the misery line 


erf several delays, the work should be com- 
pleted by August and East trains will bring 
west Norfolk within 100 minutes of Lon- 
don. 

Norfolk councillors claim that the credit 
for the improved rail link lies not with BR 
or the Department of Transport but with 
local government nffiHai c 

They saw their chance for electrification 
in 1388 when the 40-mile spur from Cam- 
bridge to Eng's Lynn was included in 
Network SonthEast ratter than the diesel- 

mindod ffp ginnat BafiwayS. 

Aware that Network SouthEast favoured 
electric services, council planners lobbied 
hard tor Eng's Lynn to be plugged into 
the. grid. Costs could be kept down, they 
argued, by using equipment left ova - from 
the electrification of the east coast main- 
line which was stored at Peterborough. 


BR was not convinced. They were per- 
suaded to proceed only after Eng’s Lynn 
and West Norfolk borough council agreed 
to make good any losses on the newly-elec- 
trified line. This revenue guarantee 
scheme could cost the council £850,000 
over the next five years, but Adrian Par- 
ks', the borough, planning officer, thinks it 
is a worthwhile investment. 

“Electrification would not have hap- 
pened without local authority interven- 
tion. BR was relatively willing but the 
Department of Transport was hostile, so 
we had to put together the revenue guar- 
antee scheme.” he says. 

As part of the rail improvements, sev- 
eral stations will be upgraded and council- 
lors hope there will be increasing use of 
the freight marshalling yard at King’s 
Lynn. The yard could be developed to 


Threat to vegetable crops 


Anxiety over drought 


FARMING in West Norfolk is 
lacing a potential crisis. Pro- 
ducers are warning of deterior- 
ating output and fear their 
livelihoods are at risk because 
they, can no longer rely on a 
basic natural resource - water. 

■ A succession of hot summers 
and dry winters has led to one 
of the longest droughts this 
century, and some farms in 
East Anglia - the so-called 
'breadbasket of England* - 
may not survive without 
heavy and sustained rainfall. 

Farmers in the region have 
now endured 45 months of 
. drought, forcing them to 
. revise production plans and 
install costly irrigation equip- 
ment. They are now contem- 
plating another difficult year 
following a winter in which 

average. rainfall has Mien by 

almost 3ft per cent. 

The main victims of this 
shortfall are not the formers 
practising prairie-style cereal 
production, although that too 
has been affected, but die veg- 
etable growers who depend on 
careful irrigation of their 
crops. 

More than 16,000 hectares of 
West Norfolk are used for 
growing oops such as pota- 
toes, carrots and salad vegeta- 
bles. 

The formers working this 
land warn that yields amid be 
halved if water supplies run 
dry, aid they fear the quality 
of their produce may foil. to. 
meet the rigorous' standards 
set by . their leading customers 
— the supermarkets. 

For many of these formers 
the “vfllaiu of the piece" is the 
National Elvers Authority 
(NBA), it controls water sup- 
. plies through irrigation 
licences and can impose 
- restrictions and a total ban in 
times of shortage. 

Last summer the NBA ban- 
ned crop irrigation is some 
areas and producers fear a 
simitar move this year could . 
..threaten thefr UuiUlmsu. 

Concern over water restric- 
tions increased last month 
when : the NBA announced 
J more , than 40 areas of eastern 
Rn g to "* where fanners using 
spray irrigators could face 
restrictions. 

. Mr Roger Hyde, the NRA’s 
regional general manager, 
warns: “We face a very diffi- 
cult year and we have already 
toJd -uune than 3JHK) abstrac- 
tors (farmers who use surface 
and ground water reservesl of 
' the need to conserve water, 
v “Despite recent r ainfall, 
underground resources remain 
' at law levels and it is hero that 
the risk factor has increased 
since last year.” 

Anxious to avoid restric- 
tions on irrigation, the larger 
vegetable producers have 
invested heavily to install res- 
ervoirs enabling them to store 
water ' for summer use. 

. John Shropshire ft Sons, one 
of East AngUa's largest vegeta- 
ble producers, has spent about 
£100,000 on reservoirs. A 
spokesman for the company, 
which covers several forms 
including one at Southery near 
King's Lynn, describes the res- 
ervoirs as an “insurance pol- 


icy** for the group's £32m turn- 
over. 

Many smaller forms, how- 
ever, cannot afford such an 
outlay w«d they could be hit 
hard by NBA limits cm water 
use - “those who can't invest 
in reservoirs may have to give 
np growing vegetables,” 
accor di ng to the John Shrop- 
shire spokesman, who adds: 
“There might be a switch of 
vegetable production out of 
East Anglia to other areas 
where they have more water/ 
. The prospect of lasting 
water shortages has already 
encouraged some formers to 
diversify into non-production 
activities such as Odd sports 
- clay pigeon shooting and 
fj«hh»g — and conversion of 
to i H farilding B for light indus- 
trial and residential use. 

Ironically, vegetable produc- 
tion could cease to be lucrative 
for all but the richest produc- 
ers just at the time when form- 

Big farmers have been 
forced to install costly 
reservoirs to protect 
their livelihoods 

era in other sectors - cereals 
and livestock - are considering 
it as an altern ati ve source of 
income. Crops such as potatoes 
and peas look an attractive 
option to some farmers 
because they are not subject to 
quotas or levies imposed in 
Brussels. In the EC there is 
already a free market in vege- 
tables, so producers will not 
face the upheaval expected in 
other sectors following the 
proposed withdrawal of subsi- 
dies when the Common Agri- 
cultural Policy is reformed. 

Existing vegetable produc- 
ers, however, warn that new- 
comers could exhaust Kmttod 
water supplies and lead to 
cut-throat competition. 

Other formers, meanwhile, 
have diversified into livestock 
which can be formed exten- 
sively and at low cost East 
Anglia is not an area 
well-known for sheep but 
there are more than 28,000 in 
west Norfolk alone, and sales 
at the livestock market in 
Bing’s Lynn have grown five- 
fold in recent years. 

“We are now selling about 
1,000 sheep a week,” says Mr 
Barry Hawkins of Lynn Mar- 
ket Pig sales, he adds, have 
doubled in the past year. 

'■ Livestock forms, however, 
are relatively unimportant to 
the west Norfolk economy 
compared with crop produc- 
tion. There are 46 forms rely- 
ing on sheep, cattle, pigs and 
poultry, compared with more 
than 450 holdings involved in 
general cropping and vegeta- 
bles, according to figures from 
the Ministry of Agriculture. 

It is these formers who are 
facing serious problems 
caused by water shortages. 
The National Farmers' Union, 
which re p re s ent s about 2,000 
members in Norfolk, is anx- 
ious to reach an agreement 
with the NBA oyer irrigation 
which wlH safeguard produc- 
tion. The union is proposing a 


deal In which the region will 
be divided into designated 
areas where formers agree to 
use only half the water 
allowed to them under their 
irrigation licences. In return, 
the NBA has been asked to 
guarantee no restrictions on 
that reduced supply. 

AHhmtg h one group of west 
Norfolk formers has agreed 
such a deal in the River Lark 
catchment area, NBA officials 
remain dubious about whether 
there will be many other 
agreements. 

If the drought continues, the 
NBA says it win have no alter- 
native but to impose restric- 
tions on supplies, and officials 
warn: “If formers ignore 
restrictions, they will be pros- 
ecuted.” 

In the worst scenario, pro- 
ducers who cannot afford to 
install reservoirs and then 
flout NBA ihmtta in order to 
save their crops could face 
heavy firms and may have to 
abandon the business alto- 
gether. That threat has 
already encouraged some 
forms to amalgamate in a hid 
to cut overheads by sharing 
equipment and resources. 

The drought has left formers 
faring increased costs and the 
likelihood of produce which 
cannot command top prices. 
The future for those who are 
not able to form on an indus- 
trial scale may be bleak. 

Mr John Biles, regional 
director for the NFU in East 
An g lia , says: “We know that 
we’re going to be worse off. 
Farmers will have to accept 
further losses or combine or 
selL" 

Tim Burl 


THE PORT of Eng's Lynn has 
weathered the recession better 
than many. It has just received 
the biggest single investment 
for 100 years and its diversity 
and versatility have been the 
key to the port's ability to 
weather the economic storm. 

In April a new £3m quay was 
opened by Associated British 
Ports, owner of the port, and 
by August a £lxn Leibherr 
crane from Austria should be 
in place. For Mr David George, 
manager, these are tangible 
signs oT his company's confi- 
dence in the port's future. 

Port traffic totalled just over 
lm tonnes in 1991 compared 
with 1.35m tonnes in 1967. 

“Even though there’s a reces- 
sion we’ve held our own. It was 
very nice to get above the lm 
mark in a very difficult year, 
and this year we’ve got off to a 
good start,” Mr George says. 

“The strength of the port is 
that we can handle anything 
and are blessed with lots of 
equipment/ 

The new Riverside Quay, 
built entirely with ABP money, 
was constructed on schedule 
by May Gurney and Co of Nor- 
wich. ABP img firm bailor in 
investing for general infra- 
structure development - 
“trade has grown steadily over 
the last 40 years, the east coast 
is building traffic levels and we 
want to keep our share.” 

ABP also spent £500,000 on a 
new transit shed last year. 

“Because the new berth is on 
the river, we can bring up 
ships which cannot come 
through the lock which has a 
maximum beam of 13.8m. 
That’s all right for most short 
sea ships, but the dock can 
only accommodate a 3.000- 
tonne cargo. On the river, 
beam will be no problem, ships 
can go to a better length and 
we can go up to a 5,000 tonnes 
cargo, depending on the tides. 
It’s a big leap forward. Our 
strength is being well-placed In 
the Wash, central for business - 


serve the town's docks, where freight traf- 
fic is carried on a twice-weekly service to 
Hamburg operated by the German Wash- 
bay Line. 

The port is dominated by coal shipments 
from Germany and Poland and exports of 
grain and scrap. But the docks are under- 
used compared with their heyday in the 
1800s when they were run by “old sixty- 
sixers” • dockers who worked from 6am to 
6pm to load and unload cargo. 

Now councillors hope to stimulate a new 
boom by promoting services to Hamburg 
as the best route to reach markets in east- 
ern Europe. 

Hoad hauliers, however, say the problem 
Is not access to eastern Europe but access 
to East Anglia. Too many trunk roads are 
handicapped by single-lane traffic and 
routes where slow-moving form machinery 


can cause long delays. 

The Freight Transport Association says: 
“it is a difficult region in terms of roads. 
The east coast ports offer the best routes 
to the (European! single market, so we are 
anxious to see the principal routes 
Improved.' 

The Department of Transport (DoT) 
denies trunk roads are being neglected. It 
is funding improvements to three routes 
which pass through west Norfolk the A47 
from Peterborough to Great Yarmouth; the 
A10 from Eng's Lynn to London; and the 
A17 King's Lynn to Newark. More than 
£236m is being spent on the A47; £32tn on 
the AID north of Cambridge; and E4Sm on 
the A17. 

Most of this expenditure involves widen- 
ing single-lane roads or converting them 
to dual-carriageway. The borough council. 


which wants all three trunk roads con- 
verted to dual- carriageway, thinvc the 
DoT has underestimated traffic flows. 

“The growth in heavy traffic has been so 
rapid It is in danger erf exceeding the fig- 
ures planned for the year 2000.” says 
Adrian Parker. “We need dual-carriage- 
ways but {improvements! have been 
under-funded. East Anglia as a whole has 
been grossly under funded.' 

Better trunk routes should make King’s 
Lynn the gateway from the east Midlands 
to the coastal ports, but Mr Parker thinks 
the region needs 15 years of road improve- 
ments before the town can fully assume 
that status. In the meantime, he hopes 
faster rati services and improvements to 
secondary roads will attract developers 
and new residents. 

Hie town is looking southwards for its 
future. It sees itself as an overspill site for 
ho me buyers and businesses which cannot 
be accommodated in Cambridge. Mure 
than 150 hectares of tbc town's Hardwick 
industrial park have been earmarked for 
expansion and electric roil services should 
make it an attractive option for commut- 
ers to the university city. 




Fishing boats ht the tidal harbour at King’s Lynn 

The port of King’s Lynn 

Versatility the 
key to success 


this is one of the reasons we 
have the «wifMpnp<» to Invest; 
we want our share of the next 
10 to 20 years’ growth.” 

Unusually. ABP retained 
control Of stevedoring ‘arthe 
port after the abolition, erf the 
dock labour scheme in 1989, 
when it cut the number of 
employees from 120 to 53; all 
are on personal contract, 
industrial relations are good 
and productivity has improved. 

The port exports almost 


exclusively grain and sugar 
beet pellets. Imports are fertil- 
iser and animal feed, which go 
largely to the agricultural 
areas of West Norfolk and 
Cambridgeshire, timber and 
steel for the Midlands and, cru- 
cially. 18,000 Skoda care a year. 
The cars, and Zetor tractors, 
are brought in by Washbay 
line, a customer of the port for 
40 years, and conveyed to a 
Skoda factory one mile up tbe 
road where they are finished 


before distribution to dealers. 
Washbay Line runs a twice 
weekly service to Hamburg 
and its two adaptable vessels 
were purpose-built for King's 
Lynn's docks. 

The general trading areas for 
the port arc the former Soviet 
Union and various Baltic 
states, through Denmark, Bel- 
gium, the Netherlands, north- 
ern France and Spain. Steel 
comes from Italy, fertiliser 
from Africa, timber from Arch- 
angel in Russia, and the new 
quay is expected to expand this 
business. 

The versatility uf the port, 
Mr George says, has proved 
vital to its growth - “the 
strength of the place is that we 
can handle anything - we're 
blessed with lots of equipment 
and we are not dependent on 
hear)' manufacturing, we arc a 
one voyage charter port.” 

ABP owns SB acres of land 
and would like a lot more, but 
it is constrained by tbe geogra- 
phy of the port There is only 
three acres spare at the end of 
the dock, but any further let- 
ting would have to be to a port- 
related activity. 

Mr George sees ample room 
for improvement in the road 
transport links to King's Lynn, 
particularly along the east- 
west corridor - “the case is 
proved, but investment In 
roads comes from the south 
and is not scheduled to reach 
us until the year 2000.” 

Diversity is the keyword for 
Mr John Lotus who runs Ang- 
lia Shipping, which he sold to 
Anglian Agricultural Mer- 
chants in 1987 and bought back 
to November 1991. A shipping 
agent who handles chartering, 
haulage and warehousing, he 
takes pride to the company's 
ability to do anything and 

every thing 

“Business has been good in 
the last three years because 
our diversity has enabled us to 
swap from one thing to 
another without difficulty. Tbe 


new quay will open up busi- 
ness opportunities for us.” 

Anglia Shipping also brings 
in timber from Scandinavia 
and Russia, a seasonal trade 
which usually starts in March 
but which this year has been 
delayed until May because of 
Russia's foreign currency 
shortage- Mr Laius is cunfldem 
that trade with the former 
Soviet Uninn will survive 
despite its present problems. 

A 70-strong Fisher Fleet 
operates out of the port, all 
shrimpers, mussel unit cockle 
dredgers, employing about 2UQ 
men in what has become a rap- 
idly changing industry ns 
directives from the F.C have 
farced through new working 
practices. 

Mr Chris Beach, deputy clerk 
of the Eastern Sea Fisheries 
Joint Committee, with which 
nil the bouts are registered, has 
witnessed tlie change - "fish- 
ing practices had hardly 
changed from medieval times 
to about 10 years ago, but now, 
with the advent of new stiell- 
fish hygiene rules from Brus- 
sels. the UK has had to come 
up to date. 

“Fishermen used to go 
shrimping twice a week, cook 
them at sea and negotiate with 
tbc customer - now they're 
tied to a processing plant but it 
will take all the shrimps he 
can get, so it has meant an end 
to boom or bust for the fleet.” 

The 12-mile channel into the 
Wash and the pilotage for 
ships coming into the dock arc 
controlled by the King’s Lynn 
Conservancy Board, under the 
steady hand of Mr Maurice 
Kiddle, general manger and 
clerk. The board also owns 
South Quay, leased by King's 
Lynn Silos, which last year 
exported 100,000 tonnes of 
grain. 

Report by Annie Wilson. 

Pictures in this survey 
are by Glyn Genin 


West Anglia 


What ELECTRIFICATION will bring 

to Kings Lynn: • London in 100 minutes*. 

A Saving of 26 minutes. • Trains every hour. 




.s' ■ ft* 






Hourly Trains. 

When electric trains arrive at Kings Lynn they wiU 
herald much more than a new era of rail transport, 
they wQI bring with them for the first time a regular 
hourly frequency of through trains to London, 
taking just 100 minutes", which will be avaflabte 
through most of the day saving 26 minutes on 
your journey tiroel 

Choice of London Terminals for Commuters 
and Business TravuHorv. 

Not only win the town benefit from hourly trains 
off-peak, but during the morning and evening rush 
hours customers win have a choice of through trains 
serving Kings Cross and Liverpool Street Business 
journeys by train to both the City and the west End of 
London wifl be catered for, placing Kings Lynn firmly 
on the map as a place to live and work. 


Part of the Family. 

Kings Lynn will become part of the modem family of 
electrified rail routes within Network SouthEast that 
extend for nearly 1 500 route miles, covering more 
than 9 counties and providing links between some 
940 stations in the South East. 

Being part of the modem network is essentia/ for 
the long term security of rail services in this area. A 
fleet of fast electric 317 units will speed customers 
along the Kings Lynn route offering ’on-train' trolley 
catering that will bring refreshments right to your 
seat; and a smooth comfortable ride that will make 
your journey enjoyable as well as very quick. 

Electrification wilt bring a great deal to Kings 
Lynn, and rt's now only just down the line. 

"tetttsr journey fame 


Network SoutftEast, ELECTRIFYING fortfie<Krs. 

■RF Network 


IN BUSINESS IT HELPS 


TO HAVE A PARTNER YOU CAN TRUST. 




(jS 1 - d 
, rM 0 ^ 
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For money management you would undoubtedly consult your financial advisor. For business growth 
and management development it pays to talk to the Training and Enterprise Council. 

With a focused approach that blends business potential with advice from expert consultants, the 
TEC Business Development Centre can provide help to improve management performance, and 
maxhiise everyone's skis through training and development 

Contact us now, free of charge, on 0800 102 200, # 

TFC RllftlMPSR nPVPl OPUFHT nCMTBC 'W ^ 


TEC BUSINESS DEVELOPMENT CENTRE, m 
27 CHARING CROSS, NORWICH NR2 4AX. T * 


<• *” P,NCS9 DEv sto Pl1 
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FT LAW REPORTS 


Land to be sold at market price 


FREEDMAN & OTHERS v 
BRITISH RAILWAYS BOARD 
AND ANOTHER 
CHURCH COMMISSIONERS 
FOR ENGLAND v BRITISH 
RAILWAYS BOARD AND 
ANOTHER 
Court of Appeal: 

(Lord Justice Nourse, Lord Jus- 
tice Taylor, Lord Justice 

Stuart-Smith): 

April 9 1992. 


BRITISH RAIL may sell super- 
fluous lands at market value 
back to the successors of the 
vendors from whom it was 
compulsorily purchased, in 
that the statutory provisions 
giving the vendors a right of 
pre-emption at the original 
purchase price have been 
repealed. 

The Court of Appeal so held 
when allowing an appeal by 
the defendants. British Rail- 
ways Board and National Car- 
riers Ltd, from Mr Justice Hoff- 
mann's decision (FT. March 30 
1990 ) in two actions, that they 
must sell derelict land back to 
the Special Trustees for Saint 
Bartholemew’s Hospital and 
the Church Commissioners for 
England as the successors of 
those from whom they 
acquired it, for the original 
price. 

LORD JUSTICE NOURSE 
said that 125 acres of derelict 
land north of King's Cross Sta- 
tion were to form the terminus 
or the Channel Tunnel rail link 
and a large commercial devel- 
opment. They were compulso- 
rily acquired pursuant to the 
Great Northern Railway Act 
1846. which empowered the 
company of that name to build 
the railway between London 
and York. 

The land had since passed 
into ownership of the British 
Railways Board and National 
Carriers Ltd. 

Mr Justice Hoffmann on pre- 
liminary issues in two actions 
held that sections 57 and 102 of 
the 1S46 Act (which he held 
had not been repealed) enabled 
the Special Trustees and the 
Church Commissioners, as suc- 
cessors of those from whom 
parts of the land were compul- 
sorily acquired, to buy back 
three areas amounting to 52 
acres (“the yellow land", “the 
red land" and “the green 
land") for the prices at which 
they were originally acquired. 

There was a fourth area of 
eight acres (“the blue land"). 


which was acquired by agree- 
ment. The judge held there was 
no right to buy back the blue 

land. 

The yellow, the red and the 
blue land was acquired from 
predecessors of the Special 
Trustees, and the green land 
from predecessors of the 
Church Commissioners. 

The whole of the yellow, 
most of the red, parts of the 
green and the whole of the 
blue land was owned by Brit- 
ish Rail. The remainder of the 
red and the green land was 
owned by National Carriers. 

British Rail and National 
Carriers appealed against Mr 
Justice Hoffmann's decision on 
the yellow, red and green land. 
They contended that sections 
57 and 102 did not have the 
effect he bad attributed to 
them, or alternatively that 
they had been repealed. The 
Special Trustees cross-appealed 
against his decision on the 
blue land. 

A “code" of provisions deal- 
ing with superfluous land in 
sections 127 to 132 of the Land 
Clauses Consolidation Act 1845 
was incorporated into the 1846 
Act. 

Section 127 provided that the 
company should sell all super- 
fluous lands within 10 years 
after expiration of the statu- 
tory period for completion of 
the works. By section 128, it 
first had to offer them to the 
person entitled to the lands 
“from which the same were 
originally severed". 

Section 57 of the 1846 Act, 
which applied to the yellow 
and the red land acquired from 
the hospital, provided that if 
“at any time or times" after 
completion of the railway any 
of the land was not used and 
required for the purposes for 
which the company was incor- 
porated, “the company shall 
offer such land to the gover- 
nors at a sum not exceeding 
the original price". 

British Rail and National 
Carriers argued that “at any 
time or times " in section 57 
must, by virtue of sections 127 
and 128 of the code, be read as 
meaning “at any time or times 
within 10 years after the expi- 
ration of the time limited for 
completion of the works". They 
said section 57 was merely a 
gloss on the code which varied 
it in certain respects. 

Section 57 could be free from 
the time limit and still be a 
gloss on the code. 

It was impossible to say that 


the time limit was incorpo- 
rated. In the context of the sec- 
tion as a whole it would be 
repugnant to common sense to 
say that "at any time or times" 
meant “at any time or times 
within 10 years after the expi- 
ration of the time limited by 
this Act for the completion of 
the works". 

Mr Justice Hoffmann's con- 
clusion on section 57 was cor- 
rect. The section applied with- 
out any time limit to the 
yellow and the red land. Unless 
repealed by subsequent legisla- 
tion, the hospital’s right of pre- 
emption still existed The same 
applied to section 102. 

As to the blue land, the 
power to acquire it arose under 
section 45 of the Railway 
Clauses Consolidation Act, 
which authorised the acquisi- 
tion of additional land by 
agreement. 

The blue land was conveyed 
to the hospital on January 17 
1551. The conveyance provided 
that if at any time after three 
years from that date any part 
of the land “shall not be used 
and required" for formation 
and completion of the railway, 
the company should give the 
hospital the right of pre-emp- 
tion at the original price. 

The hospital contended that 
that provision gave it a right 
equivalent to that given by sec- 
tion 102. 

The judge tightly rejected 
that contention on the ground 
that once the Zand had been 
“used and required" the event 
which gave rise to the right 
could never occur. 

The remaining question was 
whether sections 57 and 102 
had been repealed. 

Section 43 of the London and 
North Eastern Railway Act 
1923 provided that the com- 
pany should not be required to 
sell and dispose of any lands 
which were not required for 
the purposes of the undertak- 
ing. 

Section 9 of the London and 
North Eastern Railway Act 
1935 provided that the com- 
pany should have power to sell 
any land which was not being 
used for the purposes of its 
undertaking. 

Section 59 of the British 
Transport Commission Act 
1949 provided that sections 127 
to 131 of the 1845 Act “and any 
other provisions to the same or 
similar effect" incorporated in 
any enactment relating to Brit- 
ish Transport’s undertaking 
should not apply to land 


acquired under that enact- 
ment 

Mr Justice Hoffmann con- 
cluded that none of those three 
enactments had repealed sec- 
tion 57 or section 102. 

He was right on section 43 of 
the 1932 Act and section 9(1) of 
the 1935 Act. under which 
there could only have been an 
implied repeal. Neither of them 
carried any implication suffi- 
cient to deprive the hospital 
and the Commissioners of the 
valuable rights given by sec- 
tions 57 and 102. 

In section 59(1) of the 1949 
Act there was no implied 

repeal. 

The question whether sec- 
tion 59(1) had expressly 
repealed sections 57 and 102 
depended on whether sections 
57 and 102 were provisions to 
the “similar effect" as the pro- 
visions of the code. 

When one described one 
thing as similar to another, 
one meant something which so 
resembled the other as to make 
it either pointless or impracti- 
cable to differentiate between 
them for the purposes for 
which the description was 
needed. 

The purpose of section 59(1) 
was to cancel the effect of the 
axle and other provisions to 
the same effect. The effect of 
the code was to enable others, 
by rights of pre-emption, to 
acquire from British Sail or its 
predecessors superfluous land 
no longer required for railway 
purposes. 

In the terms of the definition 
suggested, the effect of both 
section 57 and section 102 so 
resembled the effect of the 
code as to make it pointless to 
differentiate between them. 

Sections 57 and 102 were 
effectively repealed by section 
59(1) of the 1949 Act. 

On that ground only the 
appeals should be allowed. 

Their Lordships agreed. 

For the hospital: Edward Nugee 
QC and Terence Etherton 
(Wilde Sapie) 

For the ChurchtDaoid Lowe QC 
and Charles Turnbull (Waltons 
& Morse) 

For British Rail: Gavin Light- 
man QC John Whittaker and 
Bridget Lucas (Nabarro 
Nathanson) 

For National Carriers: Robert 
Reid QC and Simon Berry QC 
(McKenna & Co) 

Rachel Davies 

Barrister 


PEOPLE 


Mason moves to Balfour Beatty Constructive 


Peter Mason has been 
appointed to replace David 
Cawthra as chief executive of 
Balfour Beatty, the construc- 
tion arm of BICC engineering 
group. 

Cawthra stunned the con- 
struction industry last Septem- 
ber when he stood down from 
Balfour, one of the country’s 
biggest contractors, to become 
chief executive ot Miller 
Group, a privately owned con- 
struction company based in 
Edinburgh. 

Mason was formerly execu- 
tive chairman of Norwest 
Holst, the British construction 
group in which Compagnie 
Generate des Eaux acquired a 
51 per cent stake in January 



1989. 

Norwest last year generated 
a pre-tax profit of £3.6m on a 
turnover of £333. 52m. Balfour 


Beatty by comparison made a 
pre-tax profit of £37.7m on a 
turnover of £l^bn. 

Mason, now 45, graduated 
from Glasgow University in 
1968 with a degree in civil engi- 
neering to join Sir Robert 
Me Alpine construction group. 
Between 1970 and 1976 he was 
a contracts manager with Fair- 
cloughs (now part of Amec) 
before becoming construction 
director of Shanks & McEwan. 

He joined Norwest Holst in 
1980 and became chief execu- 
tive in 1985 shortly before the 
company was acquired In a 
management buy-out. He 
became executive chair m an in 
1991 following the takeover by 
CGE. 


■ Albert Harrison, deputy md 
of ALLIED COLLOIDS GROUP, 

has died. 

■John Morse, formerly project 
director of BP Chemicals, has 
joined HONEYWELL’S UK 
industrial automation & 
controls division as director 
of engineering services. 

■ Paul Hass in, previously sales 
and marketing director, of 
Microdot Aerospace, has been 
appointed sales director 
(Aerosp ace & Defence) of 
BINTCLIFFE TURNER, a 
subsidiary of TT Group. 
■Patrick Scott, former md 

of Data vision, is appointed md 
of Satellite Information 
Services in succession to 
Christopher Stoddart 

■ Darryl Hughes, formerly 
director in charge of 
Racal-Decca Service, has been 
appointed md of CHUBB 
ALARMS, part of Racal 


Electronics. 

■ Peter Femihough is 
resigning from WYKO GROUP 
but becomes non-executive 
chairm an of its UK distribution 
division. 

■ Grant Findlay, previously 
group finance director of 
Continuous Stationery, has 
been appointed group finance 
director of TIP EUROPE. 

Departures 

■ Raymond Palmer has retired 
and Roger Slings by resigned 
from HC SLINGSBY. 

■Al an Cle ments has retired 
from THE SMALLER 
COMPANIES INVESTMENT 
TRUST. 

■ Alan Boyd has resigned from 
TVS ENTERTAINMENT. 

■ John Giazmopoolos has 
retired from PATERSON 
ZOCHONIS. 

■ Richard Smith has retired 


from Cazenove. 

■ James Mellon has resigned 
from FIRST PHILIPPINE 
INVESTMENT TRUST. 

■ Robert Moss has resigned 
from BENNETT & FOUNTAIN. 

■ Patrick Donovan has retired 
after 30 years with 
ASSOCIATED BRITISH 
FOODS. 

■ Eric Wintergill has resigned 
from UNCAT GROUP. 

■Terence Higgins, Worthing’s 
MP since 1964, has stepped 
down from the board of UK 
motor retailer Lex Service. He 
has been a non-executive 
director since 1980 and will 
be 65 next January. Lex 
recently announced it is 
acquiring Swan National after 
losing its concession to 
distribute Volvo cars in the 
UK. The company stressed that 
Higgins’ departure was 
entirely unconnected. 


careers 

■ British Land has appointed 
James Rltbiat, the young*’ •“ 
of its founder John 

the board of British Land Cot- 
Deration, its principal manage- 
ment and operating subsidiary- 
James Ritblat, who is con- 
cerned with property acquisi- 
tions, worked nt Morgan Gren- 
fell Laurie, a surveying firm, 
before joining British Land. 
British Land says his new 
appointment reflects his role 
as a senior executive in the. 

company. . 

Nick Ritblat. his elder 
brother, is also on the board of 
British Land Corporation. He 
became a director of the parent 
company last September. 

■ Alan Thompson has been 
appointed md of HOLROYD 
CONSTRUCTION; he moves 
from Monk Construction. 



■ Paul Raymond, (above) pre- 
viously md of Folkard and 
Hayward, is appointed director 
of CHESTBRTONS RESIDEN- 
TIAL, part of the Woolwich 
Building Society. 

■ Mark Chatham is appointed 
a director of COUNTRYSIDE 
COMMERCIAL. 

■ Jan Yeraart is appointed a 
non-executive director and 


Civil servant joins Anglian Water 


Dinah Nichols, one of the 
senior civil servants responsi- 
ble for the flotation of tbe 
water industry in England and 
Wales over two years ago. has 
joined Anglian Water, one of 
the 10 privatised companies, as 
a non-executive director. 

Nichols. 48, was head of the 
water directorate at the envi- 
ronment department in the 
run-up to flotation. She played 
a leading role in what was one 
of the most contentious and 
complex of all privatisations, 
and negotiated on water stan- 
dards with the European Com- 
mission. 

“We are proud to have her 
with us because of her wide 


experience of the industry,” 
says Roger Dickinson, Angli- 
an’s company secretary. 

There will be no conflict of 
interest because the depart- 
ment has been restructured fol- 
lowing privatisation. Nichols is 
currently a deputy secretary in 
the environment department 
responsible for property hold- 
ings. construction and central 
support services. She has also 
been a director of a subsidiary 
of John Laing, the construction 
company. 

In the run-up to privatisa- 
tion, when some of the former 
authorities were very hostile to 
ministers and environment 
department civil servants. 


Anglian Water, under tbe 
chairmanship of Bernard Hen- 
derson, took a more concilia- 
tory stance. The close contacts 
with senior officials have con- 
tinued. 

The company also 
announced the appointment of 
Jim Adams as an executive 
board member. Adams. 62, has 
been with Anglian for 18 years 
and is currently managing 
director of Anglian Water 
Engineering and Business 
Systems. The subsidiary is 
responsible for computer 
systems and for assessing pro- 
jects on behalf of the core busi- 
nesses of water supply and 
sewage treatment and disposal 



Nicolaas de Konde Brewer 
(above) non-executive chair- 
man of EDMUND NUTT ALL, 
an operating company of Hol- 
landsche Be ton Groep, on the 
retirement of Jacob Endtz. 

■ John King, an assistant gen- 
eral manager at GRE, has 
joined the board of HAMBRO 
COUNTRYWIDE, and David 
Snoxell, Gooff Nunn and David 
Cooper have resigned. 


Invest in aTSB Managed Portfolio*** 



-♦-and take advantage of TSB’s 
award winning investment team* 


T5B s investment advisers have just won the 
following One Year Micropal Offshore Fund 
Awards for 1*591. 

1st Umbrella Fund Survey 

1st UK Equity Sector 

1st European Equity Sector 

2nd North American Equity Sector 

2nd Equity Management Survey 

Now’s the time to rake advantage of TSB’s 
award winning investment expertise. TSB s top 
performing umbrella fund, TSB Offshore 
Investment Fund Limited, is a Jersey based 
investment company made up of nine sub-funds 
which between them cover investment 
markets around the world. The most 



con venienr way to invest in it is through our three 
Managed Portfolios. Your choice of Managed 
Portfolio depends on your investment needs. 

Remember, past performance is not 
necessarily a guide to the future and the value of 
shares and the income from them can go down as 
well as up and cannot be guaranteed. 
Consequently, on selling, investors may receive 
more or less chan they invested. 

You only need £10,000 to invest Lna TSB 
Managed Portfolio. For further details please 
complete and return the coupon below. 

* Source Micropal/TSB Since launch 
1st May 1990- 10th April 1992 - offer 
to bid. Gross income reinvested. 


r 


FUND MANAGERS 


To: La WKombt. TSB Fund M*na*i*<e.I. | Lurured, P.Q. Box 538. 31 The Pawde. 5r Heller. Jeney. Tel: +44 534 73494. Fa*: +44 534 58747. 
Pteasr send me * Copv of you, prosper Jweribins TSB Offshore Warner* Fund LmuCeJ. 

Name ■ . . - 


“1 


. Address:. 


Postcode:. 


I FT 1 3 5 92 

jdvfn vnwsh i been twut J h TSfl Fund Managers (Chann el hhnJ al Unite jani TSB I'wt Ttvtf Mmaftm tQaiwtl Islands! Limited and arprwoj h TSB InvfawwnrSwvicq LiiwreJ. 

IATtbWr.jfL^'TRO^panciftheTSBhLrk«msCto^>). 


COMBAT STRESS 

Nowadays, 
this 

Squadron 
Leader 
cries 

Squadtm leaflar R. G-n, DSGl OTC, 
was ora rf the fts of the lew'. WSflraut him 
and fa Suttfra me fires ol London would 
havs beer modi worst 
After the Back at Brain. G„n fought 
vndj Mcf7iy to ihe Vltestsn Desert 

into Italy Hob tws plane was hit by a 
6aitnan W sften. He spent tin rest of me 
war in a prisoner-of-war hosptaL 
A Draw man. a very brave man. Not the 
son to buna into tears, but yet he does sa 
covering into a comer at any unexpseffiti noisa For G. ji the war is not ana new wffl be, met 
The &-SWWMS fctonof Wtfftre Society octets to ta* aferamt a he* (Kopfe fce ft. G.ji. Men 
wnft minds damaged m the service ot their Country Man who need 
Dur help with day-to-day Iving. Men wfio need a sheBe/td place fl 

wNdi fo he. Man who. at the very least, neefl tux Iwfp in gang 
thor coned untitJernern to person. 

Ws cannot worV tor these men without your help. The debt is owed 
by aO ol us. so please send us a donation. or arrange a ccvmam. or 
perhaps, a legacy. 

They’ve given more than they could- 
pfease give os much as you can." 

> Drec a ffsatenn-r^fl, ra n arranges Patna ip*i. am 

[EX-SERVIcisMENTAL WELFARE SOciETYl 

. WHUInWY HODSE. 7VF iwntw-ir, vmaiHKH SWJS VtL 7B-- SJI-5« SJJJ . 

I □ Please WendoseO my dawamtaEOiEM^^ } 

. otO»of nytoKsAteacarriMp trmtmotant . 




□ Ptease sent me tamer deafa aeon me Ex-Semen Mena mttneSocaty 
Kara (B0D( LETTERS) 


-/ 
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FINAL CLOSING DOWN 
TOTAL CLEARANCE 
UNRESERVED AUCTION 

Enforced Closure of Persian Carpet Wharf 

All Stock still in shop must be sold 

FINEST SELECTED HIGH GRADE 
ALL GENUINE HANDWOVEN SILK & WOOL 

ORIENTAL CARPETS, RUGS & RUNNERS 

from Persia. Anatolia, Afghanistan. China omi all other cmdilional origins 
in all sizes including large and exits large mom sizes 

Following final notice of closure, shop premises must be 
vacated on Friday, 15 May. with all remaining slock 
ordered to be sold to highest bidder pieoe-by-pieee 

completely without reserve 

FINAL PUBLIC AUCTION 

Thursday, 14 May, at 7 pm Sharp 

Inspection from 5 pm 
On the Premises 

PERSIAN CARPET WHARF 

193 Kings Road, Chelsea. London SW3. Tel: 071-351 5328 
(SO fords from Chelsea Oht Town Hall ) 

Payments; Cash, supported cheques, major Credit Cards 



The LAST WORD 
IN HOTELS 
HASJUSTBEEN 

Translated 

INTO JAPANESE. 

The new Four SeasonsTokvo, in tbe famed 
Chinzan-so Gardens, places you witkin easy 
reach of the historic Imperial Palace as well as 
the Shinjuhu business district. 

nril f 


— — pnones ana corrne 

modems ana fax machines. And. eacl 
is served 

TL 

theater phis .a great variety of elegant met 
rooms befitting international conferences 
For reservations, please phone your l 
counselor, or in London, call 061-947-7 

in Tokyo, (03) 3943-2222. 

And ask lor (kails akout ^ kotel tl 
any language anil truly speak for itself. 


FourSeasonsHotri 

CHINZAN-SQ TOKYO 
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Tennstedt’s 

Debussy 

Klaos JTerostedt, a conductor 
of tudted artistic integrity and 
emotional intensity, is that 
rare beast, the genuinely 
Inspired interpreter of the 
■ great Anstro-German sym- 
phonic masterpieces. His 
Hoyal Festival Hall ventures 
lute other , repertories and 
m u si c al languages have been 
scarcer, and less imbued with 
the 6m authority that marks , 
say, his Beethoven. Bruckner 
or Mahler with the London 
Philharmonic. . I recall, for 
instanc e , a heartfelt LPO Verdi 
Beqnlem that sounded - felt 
- entirely nnidiomatic; and 
on Sunday at the Festival Hall, 
the same could be said of his 
encounters with Debussy. 

’• The LPO gave us the Three 
' Nocturnes in.t he Best half and 
L’Apr&s-mk U d’wi fotme in the 
second (followed by a Stravin- 
skyFfreWrrf Sate brash but 
foil of fife). The lack of Debus- 
syan detachment ffiifemiy 
was .comprehensive. The 
phrases of “Nnagas” were 1ns- 
trons but deprived of internal 
ventilation; “Fetes", with an 
. u n h a pp y slowing of its ce n tral 
procession, was noisy, lurch- 
Ugly imprecise; and “Shines", 
with an unc o mf o r ta bly spotlit 
and often ill-tnned contingent 
of LPO Choir sopranos, mean- 
dered. Tennstedt seemed 
unable to gain . imaginative 
entrance into the Debussy 
sound-world; in L'Apris-midi, 

linear distinctness was contin- 
ually sacrificed to an alien lan- 
guorous warmth. 

Because these were rawly 
honest performances, “per- j 
sonal" and unvarnished, 
searchlngly undertaken and 
nnstlntingly delivered, their 
very wrong-headedness proved 
fiisduating. It was altogether 
a peculiar concert. As the lat- 
est in the orchestra’s current 
series of loose tributes to Uag- 
hliev, it began with Shura 
Cherkassky playing Schu- 
mann's Carmmot after a rocky 
start, he made the pSano speak 
and sing with so modi echt- 
Cherkaaridau mine wit. Idio- 
syncratic delicacy ■»! impish 
brilliance that it felt a cruel 
deprivation not to he spending 
the rest of the evening in Us 
company. 

*. 

In the same ban the following 
evening, the BBC Symphony 
Orchestra under Andrew Davis 
gave excellent support to a 
Schumann pianist of a very 
different kind. This was Imo- 
gen Cooper, whose . account of 
the Plano' Concerto was won- 
derfully tail of gentle, inward- 
turned imaginative percep- 
tions. Mias Cooper: canght the 
“domestic” side of the inven- 
tion With unfailing aptness, 
penetrated its poetic nooks 
and crannies with quiet elo- 
quence. I have not heard this 
pianist for a tew years; in that 
time she appears to have blos- 
somed as an artist. 

Earlier, Davis and his 
orchestra had . poured their 
plentiful supplies of energy 
and enthusiasm into the first 
performance ‘ ..of Philip 
Grange's Focus and Fade. This 
20-mfiuite orchestral fantasy 
in three linked movements dis- 
plays an. easy com m a n d of 
large forces, evident care in 
the it pfcfog and cross-ref ereno- 
ing of ideas, and a dishearten- 
ing shortage of Identifying, 
clinching personality. Grange, 
who came to prominence at 
the start of the. 1980s with a 
number of striking composi- 
tions for small forces, seemed 
here the retailer of just 
another anonymous “modem 
orchestral showpiece". 

Max Loppert 


Television/Christopfaer Dimkk] 


Drama strong on flashback 


I t is remarkable how often tele- 
vision dramas come along in 
pairs: two set is India, two 
about awrfsnt history, two with 
eccentric policemen as their mam 
characters. Last night's Anglo-Saxon 
Attitudes on ITV was the second 
within three days to begin its open- 
ing episode with the digging up of a 
skBH, to feature Douglas Hodge (who 
played Declan In Capital City) In one 
of Um mam rates, and to use flash- 
back not merely as a routine tech- 
nique but as a primary structural 
el ement The other was A Fatal 
Inversion which began on BBGl on 
Sunday. 

If you watched Anglo-Saxon Atti- 
aides last night you will presumably 
need little urging to watch the other 
two parts. If you mused it, find 
someone with a cassette and bribe 
them if necessary to lend it so that 
you can catch up before next week’s 
episode. This is one of those rare 
television productions in which 
everything works welt writing, act- 
ing, direction, locations, even the 
period detail which, refreshingly, is 
not rammed under our po iws. 

I cannot be so sure in the case of A 
Fated hwersion, having seen only the 
first of the three episodes, but this, 
being a mystery story written by 
Ruth Rendell under her “Barbara 
Vine" pseudonym, is if anything 
even more compelling in its narra- 
tive tension. Having seen the hares 
that were set running in the opening 
episode it would be unthinkable to 
miss the other two. Whether you 
consider it fortunate to have two 
such excellent serials appearing 
simultaneously, or irritating not to 
have them better spaced out, pre- 
sumably depends upon your atti- 
tude: do you see a glass as half foil 
or half empty? 

Since A Fatal inversion is a thril- 
ler ft is unlikely that there will be 
much talk about whether Sandy 
Welch's adaptation takes liberties 


with the original huh given Angus 
Wilson’s reputation and especially 
tiie increase In regard since his 
death, wa can expect those who 
would like to be thought “literary” 
to start squawking as usual about 
lack of faithfulness in Andrew 
Davies* adaptation of Anglo-Saxon 
Attitudes. It is nonsense of course. 

Does anyone care that Laurents 
changed the Montagues and Capu- 
lets into Jets and Sharks for West 
Side Stan P- If so, what do they say 
about the liberties Shakespeare took 
when he pinched the story from 
Brooke’s TragicaU Bistorye Of 
Romeus And Juliet? Or the way that 
Brooke played last and loose in 
adapting from Boaistuau? Or Boais- 
tuau's pggnainpcs when he lifted the 
story from BandeUo’s “NoveUe"? 

What we have in Anglo-Saxon Atti- 
tudes, regardless of its literary ante- 
cedents, is splendid television, foil of 
solidly three dimensional characters, 
inhabiting a wholly believable 
world, with soda], political, sexual 
and historical comment whizzing off 
like sparks from a Catherine wheel. 
Set in the 1950s, hut with Its plot 
originating in an archaeological dig 
in 1912, it is essentially a comedy of 
manners largely c o ncerned with the 
idiosyncracies and hypocrisies of the 
En glish T widdle classes. 

Davies, now established as one of 
the best writers for the medium, 
either of his own work (A Very Pecu- 
liar Practice) or of adaptations from 
others (most recently Amls's Old 
Deoils) has, of course, used tech- 
niques which rarely succeed on the 
printed page. As any true master of 
television (for example Dennis Pot- 
ter) knows, you can move through 
tiwip nnft space more easily in this 
mwHiim fhar» in print. 

Davies toggles effortlessly between 
1912 and 1950 and, having estab- 
lished Gerald Middleton as both a 
young man (Hodge) and older man 
(Richard Johnson with a quiet and 


controlled but utterly telling perfor- 
mance), he occasionally inserts the 
older version of Middleton into the 
flashbacks when we are, naturally, 
expecting the younger. The effect (s 
a peculiarly powerful conflation of 
youth and age into a single life. 

Because this serial tells the story 
of two generations of an English 
middle class family with oae impor- 
tant in-comer from Europe, repeat- 
edly uses flashback, and contains 
some explicit sex, it is difficult to 
avoid comparisons with The Cam- 
omile Lawn, but Anglo-Saxon Atti- 
tudes surely comes out well ahead. 
In The Camomile loam incident fol- 
lowed incident as one link in a chain 
follows another, the sex scenes, for 
instance, were quite fun but only 
loosely connected to other events 
and scarcely central to the plot. 

But in Anglo-Saxon Attitudes it is 
vital that we appreciate the sexual 
passion between the young Gerald 
and Dollie if we are to understand 
the subsequent void at the centre of 
Gerald’s life and the failure of his 
relationship with wife and family. In 
this drama the development of plot 
and character is more like the con- 
struction of a building, with the 
ground floor depending on the foun- 
dations, the first floor on the ground 
floor, and so on. 

It is honest, comic, enlightening 
and entertaining; so self righteous 
lectures about television failing to 
stick to every Last detail in the book 
should be seen for what they are: yet 
another example of the widespread 
desire to appear superior to televi- 
sion. No doubt there will be fewer 
squeaks of concern over A Fatal 
inversion because less is expected of 
a thriller and there are fewer 
brownie points to be gained from an 
officious defence of the book. 

Yet the opening episode suggests 
that we have here a very superior 
thriller indeed. This Hma the flash- 
backs are across only 12 years, and 





Douglas Hodge and Tara Fitzgerald in ‘Anglo-Saxon Attitudes' 


the evidence suggests that Hodge 
will be giving his best television per- 
formance to date as the young father 
and successful professional looking 
back to a teenage summer that 
began idyllically in the big country 
house which he inherited that year. 

In the opening episode director 
Tim Fywell captured that quality of 
youth which sometimes seems like 
innocence, sometimes like idiocy, 
sometimes like mere inexperience: it 
is manifest in the unspoken assump- 
tion that life is endless and that 
there is consequently infinite time to 
laze, argue, or make love. It is a 


chara ct eristic which few of us arc 
lucky enough to sustain beyond the 
age of sbout 20 and it is not the sort 
of thing which is easy to convey In a 
television drama, yet here it seeped 
out of every' frame. The tension 
arose from the stark contrast 
between that idyll and the suspi- 
cions aroused by the discovery of the 
human remains in the grounds of 
the country house. What on earth 
happened that summer, and who- 
dunnit? It would take a very cold 
fish not to tunc in next week. 

Saturday brought the opening epi- 
sodes of two new four-port drama 


series. The Nightmare Years on 
Channel 4 and Frankie's House utt 
ITV. Each is about a young man 
newly arrived in a foreign country 
dominated by Us military fun-i*:,, in 
each case the man works lor a news 
agency, in each case, as wu know 
from history, a major war is in the 
offing, and both stories art* about 
real people. In The Nightman' VVnr* 
American William Shircr has just 
arrived in Berlin in 1931. anil in 
Frankie’s House Englishman Tim 
Page has Just arrived in Saigon in 
1964. 


Theatre 


A Slip of the Tongue/Leave Taking 


A Washington/Dublin Messiah 


The programme for A Slip of the 
Tongue contains another of those 
chronologies of events in eastern 
Europe from the late 1980s onwards 
with which London theatre-goers 
must by now be familiar. There is a 
very odd entry, however, for Decem- 
ber 1989. It reads simply: "Romania 
- Vaclav Havel elected President". 

Yet perhaps that is a deliberate 
sttp of the pen. Dusty Hughes's play 
is based cm a character from Czecho- 
slovakia, where Vaclav Havel was 
Indeed elected President, but the . 
background is more Romanian and' 
at times a socialist Rtxritania seems 
not out cf place. 

Dominik Tatarka, the hero (of 
sorts), was a Slovak writer who was 
repeatedly imprisoned or internally 
exiled by' the regime. As such, he 
had something in common with 
BaveL Yet there the similarity ends. 
In the play, Tatarka becomes Domi- 
nic Tan fra. According to the script, 
he was constantly visited in his 
enforced rural retreat by a stream of 
women -students, all of them claim- 
tag to admire his work. All of them 
bring him a Buddha as a mark of 
respect - by the start of the second 
act, there are at least six buddba 
figures in his cupboard. 

The women are also informers, 
sent by the regime. Tantra deals 
with them easily enough by seduc- 
ing them. It is when one of them 
tells him that the Berlin Wall has 
come down that his confidence ebbs 
and be claims to have become impo- 
tent Thereafter it is the women who 
have to make the first move in the 
seduction process. Hie does not wish 
to become president of the new 
democracy and prefers to bop off to 
the Frankfort book fair. To his credit 
he does not want an inquest into the 
past The real Tatarka died in 1989. 


The chief interest in this produc- 
tion is that it is by the Steppenwolf 
Theatre Company of Chicago with 
John Malkovich, one of its founding 
members, playing Tantra. It bothers 
me slightly that on the evidence of 
this piece l cannot see why the com- 
pany is so widely admired. Malkov- 
ich gives a perfectly pleasant perfor- 
mance and has an attractively 
modulated voice. The women admir- 
ers are adequate; but there is not 
much to distinguish between them. 
In abort, there are no fireworks. 

’ Perhaps the weakness lies in the 
text One is a tittle weary by now of 
hearing how eastern Europe admired 
America for its Jazz and Coca Cola 
and even the Joke of Tantra pausing 
while undressing one of the women 
to admire the Japanese zip on her 
skirt is not entirely new. A Slip cf 
the Tongue hovers on force, but it is 
never clear to which genre it la 
intended to belong. I suspect that 
both the play and the Steppenwolf 
Company would be much better on a 
smaller stage. 

Malcolm Rutherford 

Winsome Pmnock’s Leave Taking, 
which won the 1991 George Devine 
Award, Is a play about the tension 
between Caribbean and black British 
lifestyle. This has become an estab- 
lished tradition in British culture, 
with Jean Rhys's Let Them Call it 
Jazs first among many. Leave Tak- 
ing mines a rich dramatic vein: gen- 
erations of black British at variance 
in one family. 

Enid left Jamaica as a young 
woman, and brought up her daugh- 
ters, Del and Vtv, iu England. Both 
daughters have integrated, one by 
taking on the trappings of main- 
stream British culture, the other by 


succeeding at school. But when Enid 
visits an Obeah-woman for baruspic 
guidance, she realises she has 
repressed her roots In order to fit in. 
A family friend, “unde Brad*, the 
rniH-ssimilatpri voice of Jamaica, rein- 
forces her memories of home. 

The new generation has a wider 
choice. While Enid lists the sacri- 
fices she made for her riiOriran, her 
daughter taunts: Tm gonna have 
ev’thing yon wanted but were too 
frightened to enjoy." The play ends 
with a fragile compromise as new 
black British reaches out "Eb the old 
Jamaican. 

The wonderful design (Trudy 
Marklew) conveys urban chitter and 
Caribbean space, giving visual real- 
ity to the forces which shape the 
characters. Large window frames 
with billowing curtains form an 
angle in which a living-room set is 
crammed. The acting maintains a 
high energy, and the action should 
gather momentum throughout the 
play's run. 

Leave Taking presents the first all- 
black cast on stage at the Belgrade 
main house. This is surprising in a 
theatre with a Black Arts Events 
office, hut understandable in a city 
committed to multicultural theatre, 
although black culture Itself 
embraces great diversity. Leave Tak- 
ing figures in a series Black culture 
and arts events: Martin Luther King 
was commemorated on April 24; Bob 
Marley is celebrated in an exhibition 
at the Polytechnic next month. 

Andrew St George 


Shaftesbury Theatre. Limited Sea- 
son. (071) 879 5399 
The Belgrade Theatre until May 23 
(0203 553055) 


I would hardly take space to review 
a Messiah - even a Messiah of supe- 
rior quality - had not this one, 
among many other points of interest, 
brought forward a remarkable 
mezzo, with the most alluring new 
voice I’ve heard this season. She is 
Denyce Graves, Washington-born, 28 
years old. a graduate of the Houston 
Opera Studio. I had heard of her - 
she has sung a dutch of Carmens in 
America and Europe - but 1 didn’t 
know she was so good. My colleague 
Joseph McClellan, the critic of the 
WasbmatqnJ’ost. who had heard her 
in Washington as Maddalena and in 
Elgar’s The Light cf Life, told me 
that every time he hears her she has 
taken a great leap forward. 

Washington celebrated the 250th 
anniversary of Messiah with a recon- 
struction of the original. 1742 Dublin 
text Miss Graves played Mrs Cibber, 
the tragic (but also comic) actress 
entrusted with u He shall feed his 
flock" (the whole of it, not shared 
with the soprano, as it was shared at 
Covent Garden the following year, 
between Mrs Cibber and Kitty Clive, 
a Lucy and a Polly from The Beg- 
gar's Opera), “He was despised," and 
“If God is for us". When Mrs Cibber 
died, Garrick said, “tragedy died 
with her." She was not a virtuoso 
vocalist, but, Burney said, “by per- 
fect conception of the words, she 
often penetrated the heart when oth- 
ers, with infinitely greater skill, 
could only reach the ear." 

In a splash of luxury casting, 
America's two leading counter- 
tenors, Drew Minter and Jeffrey 
Gall, played William Lamb and 
Joseph Ward, the countertenors 
Handel found ta the Dublin cathe- 
dral choirs, the first assigned an aria 
(“0 thou that teUest"). the other a 
duet with the tenor, and the two of 
them briefly entwined in a duet set- 


ting of “How beautiful ore the Tcct". 
Curious to see them sitting by - 
appraising, admiring - during Mrs 
Cibber's songs, which both of them, 
in other versions of Messiah, have so 
often sung with distinction. 

Handel had seven soloists in Dub- 
lin. In Washington, Bonita Vaientc 
was his soprano (Signora Avogho). 
Curtis Rayam was his tenor (John 
Bayiey) and David Arnold doubled 
as the two basses (John Hill and 
John Mason). They were all on peak 
form, singing lightly and clearly, 
purely tuned, staging on the words, 
without pushing. The Smithsonian 
Concerto Grosso (ta this Dublin ver- 
sion just strings, with trumpets and 
drums in a few numbers) played 
well 

The conductor was Paul Traver, 
and the choir was his University of 
Maryland Chorus, which has been 
the glory, year after year, of the 
Maryland Handel Festival - fluent, 
athletic, purely tuned, verbally 
acute. (The recession and the 
starving of funds to education last 
year broke off the festival's progress 
through the oratorios; but it seems 
that it may resume in October with 
Hercules A Traver is a Handel 
conductor who can combine 
lightness and grace with earnestness 
and majesty. This Messiah moved 
surely. 

And the “Dublin version - moves 
surely, too. As a generalisation, the 
first version of any Handel work is 
greater than the revivals where he 
adjusted the music to accommodate 
a new casL The Maryland oratorio 
performances use first version as 
base text Messiah is perhaps an 
exception; the 4/4 "Rejoice", for 
example, is surely an improvement 
on Dublin's 12/8 version. But the 
sequence of soloists in the Dublin 
Messiah - the delaying of the 


soprano's and of Mrs Cibber's 
“entrance arias" - is excellently 
dramatic. 

Denycc Graves, in Mrs Ciblier's 
songs, displayed a voice suggesting 
that, to put it simply. America has 
acquired a new Kathleen Ferrier. a 
singer whose tones run from the 
depths to the peaks - unforced, 
unpushed - in tones that are 
beautiful and moving, and one who 
communicates the sense of the 
words that she sings. A biographical 
note in the programme, however, 
predicted a dull immediate future: 
merely conventional, commercial 
star appearances as Carmen and as 
Delilah here, there, and everywhere. 
She is a more important singer than 
that 1 look forward to hearing her as 
the Angel in Gcronffiw, in the 
Matthew Passion, as Gluck's 
Orpheus, and in the new works that 
our living composers, once they 
have heard her, will surely be 
Inspired ta write for her. 

This Messiah was a part of 
Kennedy Center's Tribute to 
Germany, supported by the German 
government and sponsored by 
Robert Bosch. Daimler-Benz, the 
Deutsche Bank. Lufthansa. 
Manncsmann, Miles (a Pittsburgh 
subsidiary or Bayer), Siemens, and 
Thyssen, along with “a generous 
grant" from Du Pont and "gifts" 
from various American companies, 
foundations, and individuals. Handel 
was born in Germany; the Stuttgart 
Ballet (Marcia Hay dee made her 
American farewell the day before 
this Messiah ) was another part of 
the tribute. The patterns of 
patronage have changed since 
Handel's day. Jim Wolfonsohn, the 
chairman of Kennedy Center, has 
evidently mastered them. 

Andrew Porter 


International 

Arts 

Guide 

TODAY'S EVENTS 


■ AMSTERDAM 

Concertgobouw 20.15 The Royal 
Cortcertgebouw Orchestra with 
Schubert's Fifth and Ninth 
Symphonies. Fri: Peter Schreier 
sings Schubert-Sat afternoon: 
The Rotterdam Philharmonic. 

Sat evening and Sun afternoon: 
The Netherlands Philharmonic 
Orchestra (6718 345) 
Muzlektheater 20.15 Parsons 

Dance Company presents six 
choreographies by David 
Parsons, also tomorrow and Sat 
Fri: La Damnation de Faust (6255 
.455) . 

■ BONN 

Oper 20.00 Thomas Fulton 
conducts Nicholas Joel's new 
production of Simon Boccanegra, 
also Sat (773687). Tomorrow in 
BeethovenhaHe: Si’xten Ehrling 
- conducts works by Schubert 
Martinu and Tchaikovsky (773686) 

■ FLORENCE 

MAGGIO MUSIC ALE 
Tonlghfs.concert at the Teatro 


Comm unale. conducted by Zoltan 
Pesko, is devoted to the music 
of Xenakis, with Irvine Ardttti 
so/o/sf In the Violin Concerto 
(1991). Tomorrow and Fri: final 
performances of Giorgio 
Battistelii's new opera Teorema. 
Sat Elgar Howarth conducts a 
Ligeti programme, including two 
world premieres. Mon: piano 
recital by Stanislav Bunin. Fri, 
Sat, Sun, Tues at Teatro della 
Pergola: Happy Birthday Rossini, 
new ballet by Karole Arm Stage. 
The festival continues until 
July 1 (277 9236) 

■FRANKFURT 
Alta Oper 20.00 Santana In 
concert Tomorrow: Ken Hill’s 
musical The Phantom of the 
Opera. Sat: Alfred Brendel plays 
Beethoven. Sun morning: Ueder 
recital by Hermann Prey. Sun 
evening; David Shailon conducts 
the Rheinland Pfalz State 
Philharmonic (1340 400) 
Opemhaus 19.30 Cosi fan tutte, 
also Sun. Tomorrow; William 
Forsythe's ballet SI inger land. 

Sat La ciemenza di Tito. Sat in 
Schausplelhaus: Forsythe's ballet 
Limb's Theorem (236061) 

English Theater Kaisersfrasse 
20.00 Fences, Pulitzer 
Prize-winning drama by 
contemporary black American 
playwright August Wilson. Daily 
except Mon till July 4 (2423 1620} 

■LONDON 

Coliseum 19.30 Martin An dr 6 
conducts Julia Hollander's 
staging of John Bulter's new 
Euripides opera The Bacchae, 


also Sat Tomorrow: Don Carlo, 
Fri: Madama Butterfly (071-836 
3161) 

■ NEW YORK 

THEATRE 

• Guys and Dolls: a perfect 
production of Frank Loesser's 
musical (Martin Beck, 302 West 
45th St, 239 6200). 

• Jean Cocteau Repertory: 
Samuel Beckett's Endgame 
alternating with a triple bill of 
one-acters by Vaclav Havel 
(Bouwerie Lane Theatre, 330 
Bowery at Bond St, 677 0060). 

• The End of the Day: Jon 
Robin Baitz's new play about 
an expatriate British physician 
trying to find his moral centre 
in California. Closes May 24 
(Playwrights Horizons, 416 West 
42nd St 279 4200). 

• Conversations With My 
Father Herb Gardner’s 
bitter-sweet memory play about 
a Lower East Side bar-keeper, 
hie two sons and the patrons of 
his tavern (Royaie, 242 West 45th 
St, 239 6200). 

• Jake's Women: Alan Alda 

at his best in the new Nell Simon 
play about an ageing writer 
coming to terms with the women 
in his life, past and present (Neil 
Simon, 250 West 52nd St 307 
4100). 

• Tlcketmaster answers 
inquiries and sells tickets for 
Broadway shows (307 4100) and 
rock/pop concerts (307 7171) 

■ PARIS 

DANCE 

Palais Gamier 19.30 Ballet de 


I'Qpdra de Paris in new 
choreographies by Odile Duboc 
and Daniel Larrleu. Daily till Sun 
<4017 3535) 

ThA£lre de (a Ville 20.30 Carmen, 
choreography by Karine Saporta 
with music by Guy Cascales. Fri 
and Sab Takacs Quartet (4274 
2277) 

MUSIC 

Opdra Bastille 19.30 Michael 
Schoenwandt conducts a revival 
of David Pountney's Los Angeles 
production of Elektra, with 
Gwyneth Jones, Leonie Rysanek 
and Sabine Hass. Runs till May 
29, next performance on Sat 
(4001 1616) 

Op4ra Comfque 19.30 Gala 
opening of Johann Strauss 
festival with Der Zlgeunerbaron, 
featuring orchestra, chorus and 
soloists from Vienna. Daily 
except Mon till May 23 (4286 
8883) 

Tfc&ttre des Champe-ElysAes 
20.30 Sigiswald Kuijken conducts 
La Petite Bande in two Haydn 
symphonies and Mozart’s 
Clarinet Concerto (Antony Pay). 
Tomorrow: Orchestra National 
de France (4720 3837) 

■ PRAGUE 

SPRING FESTIVAL 
Tonight's performance of 
Smetana's symphonic cycle Ma 
Vlast at the Smetana Hall is given 
by the Czech Philharmonic 
Orchestra under Zdenek K osier. 
Tomorrow; Jirl Befohlavek 
conducts a gala concert in the 
Rudolflnum, to mark the 
re-opening of the House of Artists 
after extensive renovation. 
Tomorrow and Fri in National 


Theatre: guest performances by 
ballet companies Irom Lyon and 
St Petersburg. The Brno State 
Philharmonic Orchestra gives 
a concert in the Smetana Hall 
on Fri, and cellist Lynn Harrell 
plays on Sat in the Rudolfinum. 
Sun: concerts by Pollini and the 
Borodin Quartet Mon: recital 
by Josef Suk, accompanied by 
Rudolf Firkusny. Mon and Tues: 
Hilliard Ensemble (530293) 

• In addition to festival events 
there are repertory performances 
at the city's three main theatres . 
The Prague State Opera has 
Verdi's Oteilo tonight, ll trovatore 
on Fri and Madama Butterfly on 
Sun. The Estates Theatre has 
Vaclav Havel's play The Garden 
Party tomorrow and Don Giovanni 
on Sat and Tues. The National 
Theatre has The Bartered Bride 
on Sun afternoon and Rusalka 

on Mon. More information from 
city centre ticket agencies 
(Bohemia, Na Prikope 16, 228738, 
or Mefantrich, Wenceslas Square 
38 in the passage, 228714) and 
theatre box offices. 

■ ROME 

Teatro deH'Opera 20-30 
Mascagni’s Cavalleria Rusticana 
with Agnes Baitsa, plus Alfredo 
Casella's ballet La Glara, 
repeated on Sat Fri and Sun; 
Raina Kabaivanska in The Merry 
Widow (43$ 3 841). Tomorrow fn 
Teatro Oiimplco: Ensemble 
Modem plays Henze's Nonet and 
Hindemith's Octet (323 4890) 

■ STOCKHOLM 

• Culfberg Ballet opens a short 


season at the Dansens Hus 
tonight with the first of two 
double-bills, Carmen and The 
House of Bernards (daily till Sun). 
A second programme runs from 
May 20 to 24 (753-99100) 

• Royal Opera performances 
this week include Arabella, 
Boccaccio and Marla Stuarda 
(248240). The summer season 
at Drottningholm Court Theatre 
opens on May 22 with a new 
pantomime ballet after 
Beaumarchais, choreographed 
by I vo Cramer (660 8225) 

• Sixten Ehrling conducts the 
Swedish Radio Symphony 
Orchestra in a Wagner and 
Stravinsky concert on Fri evening 
in the Berwaldhailen (784 1800) 

■ UTRECHT 

Vredenburg 20.15 Muhai Tang 
conducts the Netherlands 
Philharmonic Orchestra In 
Brahms' Violin Concerto 
(Dong-Suk Kang) and Borodin's 
Second Symphony, repeated 
tomorrow. Sat and Sun; Hans 
Vonk conducts Bruckner’s Fifth 
(314544) 

■ VIENNA 

Staateoper 19.30 Tosca with Mara 
Zampieri and Giacomo Aragail. 
Tomorrow: La traviata (51444 
2960) 

Muslkverein 19.30 Maurizio 
Pollini Tomorrow. Boston 
Symphony Chamber Players (505 
8190) 


European Cable and 
Satellite Business TV 

(all tunoa CET1 

MONDAY TO FRIDAY 
CNN 

SODO-SOX. 2300-2330 World Busi- 
ness Today - a |oiru FT/CNN pro- 
duction with Grant Perry and Colin 
Chapman 

Super Channel 

0830-0900 (Mon) FT East Europe 
Repo rt - weekly Ind cpdt analysis 
Irom FTTV 

2130-2200 (Tues) Medio Europe - 
what'a new In European media 
busindM 

2130-2200 (Wed) FT Business 
Weekly - global business report 
with Jamas Bellini 
0830-0900 (Thura) Media Europe 
2130-2200 (Thura) FT Easiorn 
Europe Report 

0830-0900 (Fri) FT Buslnoss 
Weekly 

Sty Nows 

0130-0200 (Mon), 2130-2200 
(ThursJ, 0630-0600 (Fri> FT Busi- 
ness Weekly 

SATURDAY 

CNN 

0900-0930 World Business This 
Week - a K>lnt FT/CNN production 
1900-1930 World Business This 
Week 

Super Channel 

1930-2000 FT Eastern Europe 
Report 

SUNDAY 

CNN 

1030-1100. 1600-1830 World Busi- 
ness This Week 
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France’s road 
to Euro-union 


j 


MR MICHEL VAUZELLE, the 
French justice minister, was right 
to tell the National Assembly 
recently that, in ratifying the 
Maastricht treaty, France will not 
irrevocably be giving up sover- 
eignty. It will simply be transfer- 
ring “competence" to suprana- 
tional EC institutions such as a 
European central bank. Mr Pierre 
Beregovoy, the prime minister, 
meanwhile has reminded his com- 
patriots that the Maastricht path 
represents a way in which France, 
far from losing independence, can 
regain a degree of control over 
monetary affairs at present largely 
ceded to the Bundesbank. 

Despite these weighty state- 
ments of reassurance, the French 
classe politique is churning an 
extremely ragged furrow as it 
ploughs through the task of 
approving the European union 
treaty. A “yes" vote in the 
National Assembly to the constitu- 
tional change has never seriously 
been in doubt. But the Gaullists in 
the right-wing opposition have 
shown far more hostility than 
expected to plans for a common 
visa policy and national voting 
rights for non-French citizens, as 
well as to the single EC currency. 
Even in France's loamy soil there 
exists a vein of Euro-scepticism 
which many had presumed existed 
only in the day of Britain. Though 
the French debate on Europe is 
arguably overdue, it is healthy 
that these doubts should be fully 
aired before the treaty passes to 
the statute books. The intensity of 
the debate has underlined that the 
French parliament must be con- 
sulted tar more closely in later 
stages of the Maastricht process. 

Soul-searching 

Even after yesterday’s final 
exchanges in the National Assem- 
bly, the French ratification carou- 
sel will continue to turn. The con- 
stitutional amendment has to pass 
before the Senate, and then to a 
congress of both houses of parlia- 
ment at Versailles. A national ref- 
erendum on the treaty may still be 
necessary later this su mmer . 

Maastricht souirsearching is not 
confined to France. The different 
points along the route towards 
European integration, particularly 
the “convergence" road towards 
economic and monetary union, 
will bring considerable stre ss fo r 
national democracies and institu- 
tions. Although the journey is 


worth undertaking, the strains 
must not be underestimated. 

Each country presents its 
doubts in a slightly different way. 

A majority of Danish voters is 
presently telling opinion pollsters 
that they will vote against the 
treaty in the country’s referendum 
on Maastricht on June 2. Germany 
frets over whether the mooted 
new currency should be called the 
Ecu or the Euro-Mark. 

Queen’s speech 

Britain's particular Angst cen- 
tres on whether the Queen, in a 
speech in Strasbourg, was allowed 
excessive latitude to make light of 
differences in national parliamen- 
tary traditions. The semantic for- 
mulae eventually agreed for the 
monarch's address yesterday, in 
which she hailed the "diverse per- 
sonalities" of the “European fern- 
fly", however represented a suc- 
cessful compromise; phrases 
suggestive of Europe des patties 
these days are likely to win 
approval in Bonn, not just West- 
minister. 

Much national wrangling over 
Maastricht may prove to be 
heavily exaggerated. While the 
Germans are worrying that they 
will lose national monetary con- 
trol, right-wing commentators in 
Paris are complaining that Maas- 
tricht will bring France under the 
heel of the D-Mark. This is an 
amusing but absurd contradiction. 
Ironically, the French ratification 
discussions are coming to a head 
when Germany's difficulties give 
its partners more leeway to cut 
interest rates than they earlier 
had The more perceptive mem- 
bers of the French Gaullist party 
realise that, even if the treaty is 
ratified by all. the move to Emu 
cannot yet be considered irrevers- 
ible. National parliaments will 
inevitably have the final say 
before exchange rates are irrevo- 
cably fixed. 

Through its success in strength- 
ening the franc by b r ingin g infla- 
tion below the German rate, 
France has invested more political 
and economic capital in the proj- 
ect of European union than any 
other EC member. The pain suf- 
fered while securing that achieve- 
ment explains why the French 
debate on Maastricht has been so 
grudging; it also explains, how- 
ever, why France, of all EC mem- 
bers, ran least afford to allow the 
Maastricht process to fefl. 


More housing 
choice needed 


IT IS not always easy to reconcile 
choice and ownership, the two 
central themes of the Conserva- 
tive manifesto. Last week's 
Queen's Speech included details of 
rents-to-mortgages schemes 
designed to give a further boost to 
home ownership. Yet with the 
housing market mired in a depres- 
sion and mortgage repossessions 
at historically high levels, increas- 
ing choice in housing should now 
be the priority. 

The growth in home ownership 
over the 1980s has been impres- 
sive. The number of owner-occu- 
pied homes has risen from 11.5m 
in 1979 to 15.5m last year, 1.4m 
acquired by council tenants under 
right-to-buy legislation. The incen- 
tives to become a home owner are 
attractive, wich tax breaks for 
owner-occupiers and discounts for 
council tenants who buy then- 
homes. The result is that G7 per 
cent of UK homes are owner-occu- 
pied. one of the highest levels of 
home ownership in the EC. 

The government now proposes a 
measure to encourage a further 
growth in home ownership among 
council tenants whose income is 
too low to benefit from the right to 
buy law. Rents-to-mortgages 
schemes offer tenants part-owner- 
ship of their homes for payments 
no larger than their current rents. 
They can either buy the rest in 
the future, or cash in their share 
on selling the home. 

However, pilot schemes have 
not been raging successes - 
despite the considerable cost of 
selling the idea to tenants. In 
Basildon, for example, of 6JM0 ten- 
ants eligible, just 264 have applied 
for the scheme, and only 36 sales 
have been completed, with about 
50 more in the pipeline. The ten- 
ants the schemes are aimed are 
entitled to better discounts if they 
wait until they can afford to exer- 
cise their right to buy. 


Housing insecurity 
In any case, it is arguable that 
home ownership is reaching Its 
limits in the UK. The surge in 
repossessions last year suggests 
that many people who cannot 
afford it have been tempted into 
owner-occupation. With almost 
one in 10 mortgage-holders more 
than two months in arrears with 
payments, the growth in home 
ownership appears to have 
brought an alarming degree of 


housing insecurity. 

Yet for many people, there Is 
little alternative to home owner- 
ship. Privately rented accommoda- 
tion now accounts for 7j5 per cent 
of homes and has been in decline 
for 70 years. There has been a 
pause in the decline in the last 
year, which may be attributable to 
the ending of rent control and 
security of tenure In the 1988 
Housing Act But the depressed 
bousing market has also been a 
factor, forcing people to rent out 
homes they cannot sell when 
transferred to new areas and 
encouraging would-be buyers to 
rent until bouse prices stabilise. 

Pressing need 

The choice of “social housing" 

- subsidised rented accommoda- 
tion provided by local authorities 
or housing associations - is just 
not available for many. Access is 
rationed by lengthy queues, and 
moves within the sector between 
areas are almost impossible. 
Increasingly social housing has 
become a ghetto for the aged, the 
jobless and low earners who can- 
not afford to bny their homes. 

The pressing need is to widen 
choice by reviving the rented sec- 
tor. And while some of this can 
come through the housing associa- 
tions, financial institutions should 
be encouraged to support the pri- 
vate rented sector. Yet the only 
incentive available to developers 
- the badly targeted Business 
Expansion Scheme - is to be abol- 
ished next year. 

New tax incentives may be 
needed to redress the balance 
between home ownership and 
renting. For example, exempting 
rented property from capital gains 
tax - in the same way as owner- 
occupied housing - would 
improve the long-term return on 
owning rented property. And 
treating rents as trading Income 
rather than investment income 
would allow landlords to claim a 
more tax allowances and set busi- 
ness losses off against them. 

Such incentives would require 
additional resources winch should 
be found from the subsidy paid to 
owner-occupiers through mort- 
gage interest tax relief. It Is time 
to tilt the balance somewhat away 
from home ownership in order to 
widen choice in the housing mar- 
ket 


ust a month after its 
humiliating fourth succes- 
sive election defeat and 
only days after a drubbing 

in the local authority 

polls, the Labour party is still prov- 
ing fiercely resistant to deep-rooted 
change. 

A few fragile green shoots of new 
thinking have sprouted as to how 
the party should address Us future. 
But for each there are numerous 
party traditionalists cautioning 
against further revision of long-held 
orthodoxies. 

It remains unclear whether 
Labour is ready, able or willing to 
take the steps necessary to reverse 
what some think might be a trajec- 
tory of pennament decline - or for 
that matter to decide what those 
steps should be. 

Evidence of disarray came last 
Sunday when a tentative olive 
branch from Mr Paddy Ashdown, 
the Liberal Democrat leader, met a 
chorus of public criticism from 
senior Labour figures. Despite this 
some are known privately to sup- 
port the significant strand in the 
party now favouring a measure of 
inter-party collaboration. 

Increasingly, there are signs of a 
profound nnhism between the “one 
last heavers", who advocate only a 
fine-tuning of policy and party insti- 
tutions, and the radical reformers, 
some of whom want not only a Lib- 
Lab electoral pact but even a review 
of Labour's historic commitment to 
wealth redistribution. 

The traditionalists ding to Harold 
(now Lord) Wilson's definition of 
Labour’s objectives as "an irrevers- 
ible shift of wealth and power in 
favour of working people". But the 
reformers counter that such goals 
merely confirm an outdated Marxist 
world view that threatens Labour’s 
survival. 

A prime example is Clause Four 
of Labour’s constitution — the con- 
troversial commitment to state con- 
trol of the means of “production, 
distribution and exchange". The 
traditionalists argue that to reopen 
the debate on what is hugely now a 
symbolic clause would court unnec- 
essary internal strife. 

Others, like Mr Frank Field MP, 
say that tackling such anachro- 
nisms is essential. “Some say leave 
it alone as it is only symbolic. But 
the whole point is that the public 
understands symbols. That is 
exactly why we should discuss it." 

With the election for leader and 
deputy leader in full swing, Mr 
John Smith and Mr Bryan Gould, 
the two contenders, are eschewing 
such controversies and concentrat- 
ing on how best to woo the two 
main strands of party opinion with- 
out offending either. 

In consequence, the perennial 
struggle for party unity is postpon- 
ing a root-and-branch post-mortem 
that addresses the reservations of 
the electorate. One senior front- 
bencher, close to the Smith camp, 
recently remarked that the serious 
rethinking of the party’s future 
would only come in about 18 
months, possibly within two years 
of the next general election. 

Two parallel though interlinked 
debates are now in train. The first 
attempts to address reforms to the 
party Itself, in particular the role of 
the unions: the second centres on 
Labour’s goals and policy agenda. 
Both are highly influenced by how 
the party interprets its recent 
defeats. 

For some, like Mr John Edmonds, 
the GMB general union leader, the 
election result was a profound dis- 
appointment but not a disaster. 
Labour gained more than 40 seats, 
he has pointed out, cut deeply into 
the Liberal Democrat vote and was 
within 1,000 votes of victory in 17 - 


The leadership contest and signs of schism 
in opposition thinking are delaying a 
far-reaching post-mortem, says Ivo Dawnay , 

Shadow boxing in — 
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challenge has turned to reliaL lt has 
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was bong decided by 
“ Party more 

tax plans 


the Labour ring 
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enou gh to have missed a hung par- 
liament by an ace. 

For that reason, he cautions calm. 
Union representation at the party's 
annual conference could be retained 
at a lower level he says. It could be 
"democratised" by rule changes 
requiring delegates to be directly 
el ec t e d by co-workers, free from the 
control of the union leadership. The 
union role in Labour's electoral col- 
lege could go altogether. 

In the past four years, he argues, 
Labour discarded unpopular poli- 
cies, but concentrated too heavily 
on damage limitation. Now it needs 
to improve presentation, get off the 
defensive and explain its agenda 
more dearly. 

“Do we need a radical reappraisal 
of policies?" Mr Edmonds asked. 
“For God's sake, what do we cam- 
paign on If we abandon an element 
of redistribution, support for the 
public services, individual work- 
place rights and equal opportuni- 
ties?" 

But to the radical reformers, such 
prescriptions are seen as Micawber- 
ism gone mad - a recipe for further 
decline that fails to acknowledge 
the profound changes wrought by 
the Thatcher years. The new social 
landscape, they say, has sharply 
eroded collective loyalties and pro- 
moted individualism in a way that 
forces Labour to address its appeal 
not to the community as a whole, 
but direct to the citizen. 


They point out that in a deep 
recession Mr Major managed to 
hold the Conservative vote steady 
at 42 per cent, leaving Labour more 
than seven points adrift. To the par- 
ty’s horror, polls showed that the 
increase in its so-called core votes 
- council tenants, unskilled man- 
ual workers and the unemployed - 
was less than among affluent pro- 
fessional voters. 
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dvocates of profound 
change say that with- 
out a reassessment of 
the party’s paternalist 
view of the citizen's 
relationship with the state - 
indeed of the very nature of what a 
modem political party should be - 
Labour will end up as no more than 
an anachronistic pressure group for 
the industrial north, the Celtic 
fringe and the underclass. 

At an election post-mortem semi- 
nar, the Labour Coordinating Com- 
mittee - a group representing 
reformers in the constituencies — 
concluded that the party was now 
widely identified with the vested 
interests of the state sector, domi- 
nated by the public sector unions. 

The adoption of a positive atti- 
tude towards the market and a 
readiness to embrace changes In the 
management of the welfare state 
were now a prerequisite for victory, 
it decided. “At the moment, we 
make voting for Labour sound like 


an act of altruism," Mr Mike Cra- 
ven, the LCC secretary, said. 

Where, then, do the two leader- 
ship contenders stand between 
what might be not unfairly be cari- 
catured as the blue-collar tradition- 
alists and the smart-suited radicals? 
The answer is: catering to both. As 
Mr Tom Sawyer, the National Union 
of Public Employees deputy leader 
and influential head of Labour's 
home policy committee has put it 
“They are setting out their stalls to 
where they think people are, not 
where they think they ought to be." 

Supporters of Mr Gould, the long- 
shot challenger, are keen to present 
him as both left-wing and reformist. 
But his differences with Mr Smith 
are often more of tone and style 
than of substance. 

Charges that bis advocacy- of 
devaluation represents a reversion 
to the outdated politics of the 1970s 
are firmly denied. Mr Gould insists 
that while he is pro-Europe he is 
also determined that the progress to 
a single currency should embrace a 
continent-wide debate as to how to 
achieve it, while also securing full 
employment, a minimum wage and 
employees' rights- 

All that is aimed at the old left. 
To the new radicals, his cla im is 
he has a breadth of i magin e- 
don and an appeal to the south of 
England that Mr Smith lacks. 

In Mr Smith's camp, Initial irrita- 
tion at the audacity of Mr Gould's 


£ and benefit poBjr . „ 

new Commission on Social Justice f 
™ - as would Ub^curreat 
Jyjgw of electoral systems - -to. . 
other interested parties including 
Hip Liberal Democrats. 

Arguably more Important as an .. 

indicator of his Mr 

Labour’s predicament nxz Vx 
Smith's observations that thechol 

lenge fe to recondfo themterests of 

the two-thirds of society that are 
Mr well-off with those d 
one third that is not 
attempts to address *e thorotest . 
question for Labour the resistance 
of modern income taxpayers to 
make sacrifices for the poor. 

Both leadership contenders veer 
to the radical reforming wingofme 
party, claiming that everything 
except Labour’s commitment to 
redistribution is open *»<*£■■* 
But the left-wing camWates .con- 
testing the deputy leadership, Mr 
John Prescott, the transport spok^- 
man, and Mrs Margaret Becketti the 
shadow chief secretary, both reject, 
as defeatist any accommodation 
with the Liberals or adoption of 
electoral reform. One tonfrjHinch 
critic, however, comments: It is an 
very well for Prescott to boast about 
how they love him in Hull what he 
needs to explain is why they hate 
him in Harlow.” 

ltimately, this ques- 
tion of Labour’s 
sharply differing 
appeal north and 
______ south of the Wash to 

Severn line is far more crucial than . 
bickering over the merits of proper^ 
tional representation or the value of 
a deal with the Liberal Democrats 
even if these issues must, eventu- 
ally, be addressed. 

Of the more prominent shadow 
ca binet members, only Mr Tony 
Blair, the shadow employment sec- 
retary, has dared raise the crucial 
issue of whether Labour has ade- 
quately addressed “a tide of his- 
tory” that is altering the relation- 
ship between citizen and state. The 
Conservatives have already laid a 
niaim to the title of champion of 
consumer interests. To be credible, 
many believe, with Mr Blair, that 
Labour must leapfrog them. 

The best of the Klnnock legacy - 
the ripriine of dogmatic leftism and 
factional politics alongside the par- 
ty’s new-found determination to 
win - have all -helped build 
Labour’s credibility. Mr Smith, as 
the all but certain next leader, will 
be well-placed to add to that 
achievement not least by. virtue of 
his authoritative yet pragmatic per^ 
sonality. What is more* a phalanx of 
Labour MPs - many of them front- 
benchers, Scots, or hew -arrivals 
from the April election - believe; 
above all in preserving the unity 
achieved over the past five years: 

But in tiie bitterness of defeat, - 
Labour’s discipline and cohesion is 
figafo at risk. To reverse its elec- 
toral decline, the shadow chancellor 
must skilfully forge an alliance not 
merely between the "one last beav- 
ers" and the advocates of more 
deep-seated change. To achieve that 
end and to win over millions of dis- 
enchanted Conservatives, many 
now believe he must abandon Mrs 
Beckett, his preferred candidate for 
deputy, and harness Mr Gould to 
the cause. 


PERSONAL VIEW 


A dose of market reform 


By Julian Le Grand 



The Conservative 
government's mar- 
ket- oriented 

reforms are trans- 
forming the provi- 
sion of public ser- 
vices in Britain. 
Advocates of mar- 
kets or quasi-mar- 
kets support them on the grounds 
that they promote effi cienc y, 
improve accountability and expand 
the range of opportunities and 
choices open to users. Critics argue 
that they may have such effects 
under certain favourable circum- 
stances. but that those circum- 
stances rarely arise in the provision 
of welfere services. Markets, critics 
add. have other, undesirable conse- 
quences, notably increased inequali- 
ties and administration costs that 
may offset gains in efficiency. 

There are four conditions which 
must be satisfied if these reforms 
are to achieve their ends without 
adverse consequences. 

• First, the market structure must 
be competitive on both sides, with 
many providers and purchasers. 
Competition is the engi ne of effi- 
ciency; if dissatisfied purchasers 
cannot take their business else- 
where, or if providers are at the 
mercy of monopolistic purchasers, 
incentives for efficiency or respon- 
sivness are reduced, and providers 
are driven into other activities. 

• Second, purchasers and provid- 
ers need access to cheap, accurate 

info rmation, particularly concern- 
ing costs and quality. Providers 
must be able to cost their activities 
so as to be able to price them appro- 
priately. Purchasers must be able to 
monitor the quality of the service 
they are purchasing so as to limit 
the opportunity for providers to 
reduce costs by lowering quality. 

• Third, providers must be moti- 
vated at least in part by financial 
considerations. If, instead, they are 


motivated by a sense of public duty, 
they will not respond appropriately 
to market signals. 

• Finall y, there must be restricted 
opportunities for ‘cream-s kimmi n g * 

- discriminating in favour of the 
expensive user. Providers must 
not be able to avoid the costly or 
the troublesome user - the chroni- 
cally ill patient, confused elderly 
person, the disruptive child from a 
deprived background. If providers 
can select for their clients the rela- 
tively healthy, the competent and 
the easily educable, then welfare 
services will not reach those who 
need them most 

It is too early to say whether 
these condition are being met in 
practice. However, preliminary 
studies at the University of Bristol 
the London School of Economics 
and elsewhere indicate some dis- 
turbing signs. 

In the case of health authorities, 
the typical market structure, far 
from being competitive, is often 
closer to a bilateral monopoly, with 
a single purchaser and, at best, a 
few providers. 

In community care, the quasi- 
market is more competitive on the 
provider side but, as with health 
care, there are substantial informa- 
tion gaps. In response to this, pur- 
chasers often prefer to contract 
with voluntary organisations, 
whose non-profit motivation makes 
them less likely to exploit their 
informational advantage and to 
pn gggp in cream-ski mining. 

However, precisely because such 
organisations are not largely moti- 
vated by profit, they lack the incen- 
tive to minimise costs. Hence any 
gains due to their reluctance to 
exploit their monopolistic position 
may be offset by a reduction in effi- 
ciency due to the absence of incen- 
tives for •minimising costs. 

The situation concerning GP 
fund-holding and education is differ- 


ent In education, the market struc- 
ture does seem to be competitive 
both for providers and purchasers. 
Also, the information gap is less 
than in other areas. 

Moreover, there do appear to be 
signs of some, surprisingly rapid, 
changes in behaviour in the direc- 
tion that theory would predict, with 
parents exercising their opportuni- 
ties for choice and schools being 
motivated to make financial sur- 
pluses. However, there also appear 
to be preliminary signs of cream- 
cicimming. with schools setting op 
formal or, more commonly, infor- 
mal yfrflns of selection. 

GP fond-holding also appears to 
have considerable potential for 
improving efficiency. The quasi- 
market is competitive on both sides. 
More important, GPs have access to 
the best, possible information con- 
cerning the quality of care. On the 
negative side, the costs to providers 
of negotiating with large numbers 
of fund-holders is high. And there is 
an obvious danger of cream-s kim - 
min g by fund-holders in their selec- 
tion of patients, although there is 
little sign of this happening. 

None of this is to suggest that 
these changes have failed. The 
systems these reforms are designed 
to replace also had their Inefficien- 
cies and inequities. The re-election 
of the Conservatives last month 
means that the reforms will be 
given time to work their way 
through. Only then will it be possi- 
ble properly to assess whether qua- 
si-markets in the provision of wel- 
fare services are the way forward to 
a more efficient and more respon- 
sive system, or a retrograde move 
towards commercial exploitation 
and greater inequality. 

The author is professor of public pol- 
icy, and director of the School for 
Advanced Urban Studies, University 
of Bristol 
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(London) 071-499 9113 Or (Manchester) 061-631 7861. 
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Flying from 
die US to Bra- 
zil last week, I 
expected a 
complete con- 
. trast: from 

FOREIGN J 10 t t h t0 
aSSam south » ^st 
AFFAIRS world to 

• T hird World, 
wealth tajpoverty. Anglo-Saxon 
pretestamtism to. Latin catholi- 
.dsm-.'Bat_ one should always 
bewaresitthsimplje mfay prtes. 
In BrazH. what did I find? First, 
1 arrived in a city, Sao Paulo, 
which -has 2m more inhabit- 
ant* than Los Anjptes and is at 
least comparable in the area it 
covers and the size erf its b nfld- 
ing3.Wheaever you think yon 
are; getting near the edge ot it, 
another ; clutch of skys c rap ers 
appears on the horizon. 

Much, of Sao Paulo seems 
pure first- World to the «»g nai 
visitor. The streets and fly- 
overs: are thronged, or often 
choked, with Fiats, Volkswa- 
gens and other “European" 
cars (all made in Brazil, one 
soon, teams). There are hank 
headquarters in clusters of 
blue glass towers. There are 
areas for pedestrians spaghetti 
junctions, leafy residential 
quarters. The metro (under- 
ground) is clean, modern and 
fast — suffering only from a 
lack of maps inside the car- 


Brazil is sharply divided between 
rich and poor and has surprising 
similarities to society in the US 


For two and a half days. I 
listened to hankers, manage- 
ment consultants, bond bro- 
kers, academics and the state 
governor, all discoursing on 
inflatio n accounting, the fflffi- 
culttes of;' the recession, the 
chances of the government's 
economic strategy succeeding, 
and the origins and nature of 
the foreign capital now flowing 
into the . country. They dis- 
cussed the signs of a change in 
Brazilian mentality as privati- 
sation even of sacred cows like 
Petrobras (the. state oil com- 
pany) is widely debated, 
imports of goods and capital 
are welcomed, and the suc- 
cesses of other Larin American 
countries - Mexico, Chile, 
Argentina - are increasingly 
publicised and envied. 

Of course, 1 knew that this 
was hot the whole story. 
Although beggars in the street 
are not much more numerous 
in downtown Sao Panto than in 
London, the fooelos or- card- 
board dries of Sao Paulo are 
far more extensive. About im 
people live in these shanty- 
towns which are dotted all 
over the ‘city, though often 
crammed -inconspicuously., inta 
narrow strips, underneath a 
flyover or. beside a railway 
track, constantly invaded by 
noj. gp, fnmea and other forms 
of pollution. Another 3 -5m live 
in enrtipos (crowded, multiple 
occupancy buildings). 

On the third afternoon, 1 got 
Father Patrick Clarke, an Irish 
Catholic : priest who . has 
worked for 15 years in the city, 
to take me to the /rate of Vila 
Prudente. It is a surprisingly 
cheerful place, probably 
because it is one of the older 



A shantytown overlooks skyscrapers in Bio de Janeiro 


fooelos (daring from 1973). The 
8,000-10,000 inhabitants have at 
least had time to convert their 
shacks into rudimentary 
houses, and to develop some 
institutions of their own, such 
as a crfeche and a handicraft 
centre. 

It reminded me of Palestin- 
ian refugee camps where, with 
a minimum of help and leader- 
ship from outride, the inhabit- 
ants have usually constructed 
some sort of township, with its 
own economy ■ 

Si of so SS About a miUioD 

fiiMg Brazilians 


is sometimes performed by doc- 
tors without the knowledge or 
consent of the woman herself. 

More often, though, it is the 
fruit of a conscious decision on 
the woman’s part, as the old 
rural logic of having more chil- 
dren as an insurance for your 
old age is replaced by the new, 
urban one of not having more 
than you can cram into your 
tiny home, or feed from your 
pitifully low income. 

This explains why the latest 

census reveals 

Brazil’s popula- 
. , tion to be 

people live m “only” i45m 


are also refu- c | ian f v tnwnc which (still more than 
gees, in a sense: tOWBS IWDlcn 1Q what it 

refugees from 3TC dotted all over was in 1900) 
the abject pov- cs n Panin instead of the 

ertv of the rural PHO ruuiu expected 150m. 

“ ^ end 


north-east 
-winch makes even their pres- 
ent way of life seem privileged. 

At least here they are not 
. starving. The .alleyways and 
schoolrooms are toll of chil- 
dren, who infect you with their 
dhpprfninesR until you remem- 
ber that for many of them the 
future holds little prospect 
other than drugs and crime. 

Families are large, but have 
decreased over the last few 
years. It is now common for 
women to have their fallopian 
tubes tied after the third or 
fourth child, whereas in the 
past families of 15 were not 
uzrasuaL Although this opera- 
tion is still officially illegal, it 


why the 
annual rate of increase has 
fallen to 2 per cent That is still 
a very daunting figure, but 
should make it easier for Presi- 
dent Fernando Coflor de Mellor 
to confront the issue at next 
month’s UN summit on envi- 
ronment and development 
(“EC092"), which he is to chair. 
Unprecedentedly for a Brazil- 
ian politician, he wrote in a 
newspaper article last week 
that he intended to give the 
population issue priority, and 
would himself take the initia- 
tive in raising it at the summit. 

The Catholic church, much 
blamed by First World social 
theorists for its hostility to 


birth control, does not seem to 
be actively opposing this 
change of attitude among the 
urban poor. And in any case, it 
is not the only or perhaps even 
toe main conduit for their reli- 
gious feeflngs- 

Father Patrick sees his role 
as more political than religious 
in the traditional sense. He 
quotes Dom H elder Camara, 
the much revered (and reviled) 
archbishop of Recife in the 
north-east — “if I give bread to 
the poor they call me a saint; if 
I ask why they have no bread 
they call me a communist" - 
and says that his role is to help 
people ask and find answers to 
that second question. He is 
also foil of praise for Sao Pau- 
lo's socialist mayor, Mrs Lush 
E rtmdina. who has helped /oo- 
da dwellers to set up housing 
co-operatives and move into 
proper homes - “an achieve- 
ment any municipality should 
be proud of yet scarcely men- 
tioned in the mainstream Bra- 
zilian media." 

“That spire," says Father 
Patrick sadly, pointing at a 
church some half mile from the 
faoeJa, “is very far from these 
people, culturally and economi- 
cally’*. By contrast, the new 
Pentecostal ist protestant 
churches proselytise actively 
in the faoelas, preaching a fun- 
damentalist gospel without 
political overtones, and win- 
ning a substantial following. 

Perhaps Brazil is not so dif- 
ferent from the US after all. 
Per capita gross national prod- 
uct is not everything. Both 
countries are settler-colonial 
states which expanded to 
occupy the lion’s share of their 
respective continents. Both 
have federal presidential con 
stitutions which give great 
prestige to the head of state 
but rather little power, 
whether to push legislation 
through congress or to control 
the expenditure of states and 
municipalities. Both are wres- 
tling. partly for that reason, 
with intractable public sector 
deficits - although the infla- 
tionary consequences in Brazil 
are much more drastic, and the 
recession much deeper. Both 
have very high income dispari- 
ties between rich and poor, and 
an urban underclass increas- 
ingly given to violence, mainly 
against itself, but enough to 
make the rich flee into their 
own fortified suburban ghettos. 
Both feel ambivalent about 
celebrating the fifth centenary 
of 1492, because they contain 
remnants of indigenous peo- 
ples for whom that date marks 
the beginning of centuries of 
expropriation and genocide. 

One important difference 
seems to be that Brazil, after 50 
years of sheltering behind pro- 
tective barriers, is now open- 
ing to the outside world, 
whereas the US, after 50 years 
of confident world leadership, 
shows Increasing signs of inse- 
curity and xenophobia. But 
then the US is plagued by a 
trade deficit, while Brazil is 
running a handsome trade sur- 
plus. 


Observer 
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Defense de 
pooper 

■ Paris mayor Jacques Chirac 
%' is determined to get to grips 
with the one enormous stain 
on his reputation for City 
management He has declared 
war on Ills city’s 200JW0-strong 
canine population. 

For the past nine years, 
Puds’ front-line defence has. 
been its squadron of green and 
w hite mote s crottes. With an 
estimated 10 tonnes of dog dirt 
dumped daily on the city’s 
2#)0 km of pavements, 

Chirac’s pooper scooters have 
been kept an rtnmdthe-dock 
alert Armed with vacuum 
tubes, they buzz around 
schlurptag np every little mess 
in sight But,-as wife painting 
the Forth Bridge, the problem 
piles up anew behind them. 

However, the time has come, 
says Chirac, for the dtoyens 
to take a stand. His officials 
cannot let the bill for running 
the motos crottes - FFr 48m 
a year - rise any higher. 

So those Parisians who dare 
lift their eyes from riie 
t pavement should not be fooled 

by the ddlightfal new posters 
by cartoonist Ronald Searle 
round the city, one showing 
a desperate owner on his .. 

knees, begging his dog to use 
the gutter. The propaganda 
is just a diversion. 

Chirac’s most potent weapon 
is anew list of foies of up to 
FFr L300 for owners of 
naughty dogs. Not only are 
the fines considerably tougher 

than comparable penalties in 

London and New York, but 
they also put the fastidious 
Swiss to shame. 


f Sticky problem 

■Meanwhile, in Brussels — 

a rity already awash with 

lobby groups and trade 
associations - it is hardly 
surprising that the European 


Association for the Promotion 
of Handhygiene has so far gone 
unnoticed. 

But the EAPH (slogan: 
United For Handhygiene) looks 
set to make a big splash with 
a press conference next week, 
when it will reveal the results 
of its Inquiry into the 
behaviour of users of public 
toilets.... 


Seal of approval 

■ Much play is being made 
of the government’s search 
for new sources of statistics. 
But Observer hears that the 
much-maligned Central 
Statistical Office has found 
one satisfied customer - 
Marks & Spencer. 

Apparently, Bill McLennan , 
the Aussie statistician drafted 
in to rehabilitate the CSO, so 
Impressed Marks & Spencer’s 
top brass on a recent visit, that 
Britain’s leading retailer has 
agreed to drop its participation 
in a rival private scheme to 
collect retail information. 

M&S reckons McLennan will 
knock the government’s 
statistics into shape, so there 
is no point in duplicating 
efforts and supplying data to 
the rival projorL 


Tax tangle 

■ The drift and indecision 
afflicting German government 
makes itself felt in 
ever-widening circles. Take 
the annual conference of 
German tax accountants in 
Wficrimrg this week. 

Wflfited Dann, president of 
the accountants* professional 
association, has been railing 
at the growing legal 
uncertainty plaguing his 
industry. He has totted up that 
it is now 16 months since an 
income tax directive had been 
classed as a “final decision”. 
Instead, the relevant 
authorities have taken to 
poshing out directives 



“Ton don’t look as if you’re 
from Liech t enste i n” 

invariably qualified as 
“provirional". 

The problem, he concedes, 
starts with the Karlsruhe 
constitutional court, which 
has a backlog of two years or 
more on key tax decisions. 

This encourages the 
accountants to lodge appeals 
an related cases, which might 
one day quality for tax relief. 

So the tax inspectors attempt 
to stem the flood of appeals 
by issuing a counter-flood of 
provlsionai memoranda to 
clarify existing law. Worse and 
worse, the authorities in the 
various German Lander issue 
conflicting "clarifications". 

The end result is an 
appalling cal’s cradle for the 
accountants to sort out One 
almost feels sony for them. 


Earthly support 

■ Leaving aside an 
over-powering belief in 
Britain’s Conservative party, 
it would seem that on certain 
key issues the Daily Mail’s 
66-year-old publisher Viscount 
Rothennere is less in tune with 
his own paper than with its 
gutter-press rival. The Sun. 

He and it both support the 
Archbishop of Canterbury’s 


attack on greedy executive 
pay rises - which Is more 
than can be said for tire Daily 
Mail itself. 

“It is not surprising that the 
churches are so empty when 
the leadership of its priesthood 
is intellectually so mediocre 
and so out of touch with the 
mood of our times," opined 
the Mail on Monday. 

Yesterday, it was forced to 
publish a prominent letter 
from its proprietor - who 
supplements his £359,000 salary 
with the earnings on bis 
£200m-plus family fortune - 
flfatandng himself from the 
Mail's criticism of the 
archbishop. 

Meanwhile, the archbishop 
may be heartened by being 
told by a Sun editorial that 
“if we cannot have Savonarola 
or Billy Graham, you are the 
next best thing". Pretty 
profound stuff. 


Sour note 

■ While we’re talking about 
Interfering newspaper barons. 
Lord Stevens's annual bash 
for the great and the good at 
the Savoy Hotel yesterday 
wasn’t quite up to scratch. 
There was nothing wrong with 
the guest list Everyone from 
the Daily Telegraph’s Conrad 
Black and the BBC’s Michael 
Checkland to Chris Fatten and 
Kenneth Clarice turned out 
to listen to the United 
Newspapers’ proprietor. 

But why was Stevens 
handing out free copies of the 
Pick of Punch? Not only has 
he himself just closed foe 
150-year-old satirical magazine, 
but the book i$ published by 
one of his arch rivals, Rupert 
Murdoch’s HaiperCoRms, 


Shome mishtake 

■ What do you call a wine bar 
that doesn’t accept Luncheon 
Vouchers? 

LV?Nof 
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Cost pressures that 
will change the shape 
of the oil industry 


From Ms Christine Baker. 

Sir, I read with interest the 
Lex column regarding the oil 
industry (May 11) where the 
real problem was diagnosed as 
“not so much cheap oil as the 
financial legacy of the late 
1980s". This tells part, but by 
no means all, of the story. 

Companies are facing a 
declining net margin not just 
because of the restored down- 
ward trend in real oil values - 
which looks set to continue in 
the 1990s - but because of ris- 
ing real costs. These are an 
equally important part of the 
profit equation, yet strangely 
Ignored. 

The industry is facing cost 
pressures on all sides; 
upstream, as exploration activ- 
ity increasingly focuses on 
frontier, or relatively unex- 
plored, areas; downstream, as 

product sp eci fication standards 
are tightened to deal with envi- 
ronmental issues. 

In the US alone, it is esti- 
mated that the cost of dean air 


legislation will amount to some 
S40bn between now and 2000. 

The leading companies will 
meanwhile continue paying 
the price of a largely unsuc- 
cessful and expensive diversifi- 
cation programme away from 
oil and gas in the 1980s 
through an ongoing process of 
restructuring. 

For the independents 
spawned during the boom 
years, horizontal integration 
may be the next big step for- 
ward in the process of their 
evolution. 

The industry’s power base, 
having variously shifted 
between the owners and devel- 
opers of the assets over the 
past 30 years, now seems to be 
moving towards the consum- 
ers. The industry as a whole 
will survive the trend, though 
perhaps not in its current 
form. 

Christine Baker, 

Nomura Research Institute, 

J Sc Martin ’s-le-Grand, 

London ECIA 4N'P 


Legislation 
for pension 
security 

Frmt Mr Maurice Redman. - 

Sir, Your timely leader (May 
11) outlining improvements 
needed to pensions schemes 
seems unexceptional apart 
from the suggested shift 
towards money purchase 
schemes. If these depend on 
the gamble on market perfor- 
mance and annuity rates at 
retirement day, they do not 
achieve the essential ingredi- 
ent of a pension scheme - pre- 
dictable and therefore reliable 
pensions. 

Now is the time not only to 
legislate for fund security but 
also to remedy the shortfalls of 
the Fowler legacy, which is not 
achieving the quintessential 
tenets. 

One is that we should all pay 
for our pensions as we journey 
through our working life. (But 
the abolition of compulsory 
membership of occupational 
schemes is now coupled with 
only voluntary personal pen- 
sions and is consequently 
resulting In an unacceptable 

proportion of people making no 
pension provision at all. so 
these will become an ultimate 
burden on the state). 

Another is 100 per cent folly- 
transferable service between 
occupational schemes, ensur- 
ing marimnw flexibility for 
the benefit of the economy and 
for individual career prospects. 

The only financial beneficia- 
ries of down-rated transfer val- 
ues are the former or the new 
employers or both; a person 
changing his job should not be 
robbed in this manner when be 
has paid for his pension in 
good faith. The defensive but 
tortuous actuarial arguments 


Plea is a sign 

From Mr David Porter . 

Sir, I had just finished telling 
a New York conference that 
competition was developing in 
the UK electricity Industry, 
when 1 read your report about 
National Power’s plea to the 
new energy minister, Mr Tim 
Eggar ("Power chief sees threat 
to coal sell-off". May 5). 

If Mr Eggar wants the two 
major generators to buy more 
coal from British Coal than 


(which adhere only to company 
considerations) ignore the 
essential national need that 
pensions need to be reliable. 
Personal pensions gain porta- 
bility only by sacrificing reli- 
ability. 

What is needed is complete 
interchangeability between 
occupational pension schemes 
such as exists within the 
“Club" in the public sector. 
Already many large company 
schemes match the Club in 
quality though not inter- 


they seem inclined to, he 
should avoid offering any bribe 
which might damage emerging 
competition in generation. 

Much of that competition 
will come from clean, efficient 
gas-fired power stations and it 
is ironic that National Power’s 
chief executive should be ask- 
ing the regulator (Offer) to 
question the economics of its 
competitors’ gas fired projects. 
What he did not say is that 


changeability. The Club 
scheme should become a model 
and perhaps even compulsory. 

It most surely be a sine quo 
non that if a company is to 
underwrite any actuarial defi- 
ciency then it is entitled to any 
actuarial surplus but only as a 
contribution holiday and not to 
repayment, because a defi- 
ciency might recur. 

Maurice Redman, 

Avmgton, 

3 Cramond Regis, 

Edinburgh EH4 fi LW 


National Power is building sev- 
eral such stations and that 
these will also displace coal- 
burning plant. Perhaps 
National Power's special plead- 
ing is a sign that the business 
is becoming more competitive. 
David Porter, 
chief executive. 

Association of Independent 
Electricity Producers, 
Herodsfoot, 

Uskeard, Cornwall PL14 4QX 


Auditors’ 
image moves 
misdirected 

From Mr Philip K Wood. 

Sir, I am dismayed at the 
misdirected attempts of the 
auditing profession to reform 
its image (Letters, May 7). For 
example, the proposal for 
interim accounts to be audited 
is clearly self-serving and will 
add to audit costs. The profes- 
sion is trying to widen the 
scope of its involvement at tile 
same time as avoiding taking 
responsibility for the tradi- 
tional audit. 

A reversal of the "Caparo" 
decision is long overdue. There 
is no point in widening the 
scope of the auditors’ remit if 
investors cannot rely upon 
the existing annual audit opin- 
ion. 

Philip K Wood, 
group financial controller, 
director of treasury, 

Reuters, 

85 Fleet Street. 

London ECt 

No remit for 

back-door 

advertising 

From Mr Chris Grayling. 

Sir. 1 would like to clarify 
one area raised by Raymuud 
S noddy in his comprehensive 
feature (Management: Market 
tng and Advertising, "Turning 
to television for the power anil 
the glory”. May 7) about the 
broadcasting of company 
annual general meetings on 

SB/ 1 CaW 

While the BBC believes that 
improving shareholder access 
to company information Is per- 
fectly in keeping with its pub- 
lic service remit, It is also 
important to ensure that the 
service does not allow advertis- 
ing by the back door. So any 
mention of products on the 
new service must be clearly 
within the context of the meet- 
ing, and must not be promot- 
ional in tone. 

The use of BBC airtime to 
cover events such as product 
launches will not be permitted. 
Chris Grayling. 
commissioning editor. 

BBC Select, 

SO Wood Lane. London WI2 


of growing competition 


Yesterday we were a regional communications company. 
Today our region’s a little larger. 



Ameritech began as the parent of the Bell companies that 
serve the Midwest, the most information-intense area of the 
United States. Recognized as a leading communications com- 
pany, Ameritech is a $22 billion corporation that today brings 
its technological leadership and financial strength to all 
corners of the world. 

In addition to pioneering fiber optic and ISDN technol- 
ogies in the United States, Ameritech gave customers the 
world's first mobile telephone network. The company now is 
behind such innovative projects as bringing cellular technology 
to Poland, acquiring the Telecom Corporation of New Zealand 
and expanding a host of international services. 

Solutions that work: The commitment to successful inno- 
vation has helped the company surpass $10 billion in annual 
revenues and achieve the highest return to equity of compara- 
ble firms. This philosophy continues to drive Ameritech 
forward, leading the world in meeting customers' needs with 
advanced technology and giving a strong total return to our 
shareowners. For a copy of our Annual Report or related 
financial information, call Brussels, 32-2-512-0040. 


The Communications Companios of Ameritech: 

Illinois Bel) 
Indiana Bell 
Michigan Bell 
Ohio Bell 
Wisconsin Bell 
Ameritech Audiotex Services 
Ameritech Credit 
Ameritech Development 
Ameritech Information Systems 
Ameritech International 
Ameritech Mobile Communications 
Ameritech Publishing 
Ameritech Sendees 
The Ugon Corporation 
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Nurses march through Tokyo earlier this week to demand better working conditions. The banner reads *We need a vacation' 


Japan adopts new work ethic 


By Robert Thomson in Tokyo 


JAPANESE executives are lamenting the 
disappearance of a breed of model worker 
delighted to do unpaid overtime, inspired by 
a passionate loyalty to the company and even 
“genetically inclined" towards hard work. 

As part of an intensifying debate about 
whether the Japanese work ethic is being 
eroded by “western-style” individualism and 
materialism, the Keidanren, the country’s 
federation of economic organisations, sur- 
veyed 2.125 chief executives and senior man- 
agers. who agreed that the work ethic was 
changing but disagreed on the impact 

The debate was inspired by Mr Akio Mor- 
ita, the Sony chairman, who recently 
announced that managers should reduce 
working hours, raise workers' salaries, 
increase dividends and generally become 
more philanthropic. 

He also suggested that companies abandon 
their quest for market share and concentrate 
on profit quality. 

Mr Morita’s comments were taken by some 
outraged executives as a direct attack on the 
terms and conditions of a social contract that 


had ensured Japan’s success. There was also 
concern that employee enthusiasm may be 
undermined by a chairman’s confession that 
they were under-compensated. 

The federation's survey showed that Japa- 
nese companies are indeed dependent on the 
enthusiasm of their staff, as 88 per cent of 
the companies rely on "service overtime”, 
that is, unpaid overtime. 

About 53 per cent of managers surveyed 
said unpaid overtime should decline bnt only 
19.4 per cent supported an end to the prac- 
tice, which makes the working year far lon- 
ger than the official estimate of 2,052 hours. 
Japan's company-backed unions say the 
actual figure is closer to 2,400 hours. 

Asked to describe their employees’ source 
of motivation, 30.9 per cent of managers said 
promotion prospects were most Important 
and 26.9 per cent thought it was salary, but 
37 per cent suggested that the love of work 
itself was the prime factor. 

A Nippon Steel executive said "Japanese 
corporate energy” came from Japanese-style 
work values, self-realised desire and a now- 
declining, but essential love of teamwork An 
executive at JJL Tokai, the railway operator. 


said “individualism” was replacing company 
loyalty as the most important motivation. 

Increasing wealth was seen as a threat to 
the old order, with 41 per cent of executives 
believing that work values were being 
eroded by material comfort although 23 per 
cent disagreed, and 36 per cent were unsure. 

These questions prompted the not uncom- 
mon answer that the Japanese work-style 
was fundamentally different because of the 
rice cultivator tradition - westerners are 
said to be imbued with the spirit of hunter- 
gatherers and thus have become more indi- 
vidualistic and aggressive. 

Mr Tsuneo Aki, vice-chairman of Obayashi, 
the construction company, said that as culti- 
vators, Japanese people had to toil more dili- 
gently. The result, he suggested, was that 
Japanese became “genetically Inclined” to 
working hard, with genes quite distinct from 
those of westerners. 

Other executives said Japanese workers 
were less efficient than their US and Euro- 
pean counterparts, while unnecessary “ser- 
vice overtime" was docked-up by employees 
unwilling to leave the office before their 
managers even if they had nothing to do. 


Unions widen scope of protest and threaten action against the media 

Gonzalez steps into strike row 


By Peter Bruce in Madrid 


THE POLITICAL atmosphere in 
Spain has sharply deteriorated 
ahead of a half-day general strike 
planned for May 28. Prune minis- 
ter Felipe Gonzalez is promising 
to "guarantee" the right of people 
to work during the strike and the 
unions are threatening action 
against the news media. 

The unions called the strike - 
and a further full-day stoppage in 
October - to protest at a decree 
that cuts unemployment benefits. 
They have also widened their 
protest to include an attack on 
government plans to introduce 
strike legislation and cuts in pub- 
lic sector industries. 

Mr Gonzalez, who intervened 
in the growing dispute for the 
first time yesterday, urged the 
unions to call off the strike. 

“Whoever wants to work on 
the 2?th will be able to do so," he 
said. The unions are likely to 
mount pickets outside factories 


and offices to stop people break- 
ing the strike. 

Mr Gonzalez also said the gov- 
ernment would ensure minimum 
levels of public sector services 
would be maintained. The gov- 
ernment’s strike legislation, 
about to be put to parliament. Is 
designed legally to enforce such 
services in the public and private 
sectors, and attempts to impose 
them on May 28 are likely to be 
stiffly resisted. 

The prime minister said the 
benefit cuts had been made as 
part of Spain's plans to converge 
its economy to higher EC stan- 
dards and to enable the country 
to enter economic and monetary 
union as a founder member in 
1997 or, at the latest, by 1999. 

Mr Gonzalez denied he had any 
differences of opinion with Mr 
Carlos Solchaga, finance minis- 
ter. who drew up the conver- 
gence plan containing the bene- 
fits decree. He insisted that Spain 
had no alternative but to enter 


Emu with its more powerful EC 
partners. 

“What interests me is the 
well-being and security of this 
country." he said, “and I am con- 
vinced that the efforts outlined in 
the convergence plan are the way 
to achieve it." 

Some observers in Madrid 
believe that by widening their 
demands beyond the repeal of the 
benefits decree, the unions may 
be tacitly acknowledging that 
public support for strike action 
against the decree only may be 
hard to sustain. 

It seems likely, though, that 
the strike call will be adhered to 
on May 28, effectively shutting 
down the country. Experience 
suggests this will not necessarily 
imply support. During the last 
general strike on December 14 
1988, many people simply took 
the day off as a holiday. 

Newspapers have reacted 
angrily to demands that they 
publish a message from the 


unions on their front pages on 
the day of the strike. The unions 
have also told radio stations only 
to play music during the strike, 
to be broken by news broadcasts. 
Television channels have been 
told to display their test cards. 
The unions have said that, if the 
media do not agree to these 
demands by tomorrow, they will 
take action against them. 

In an angry editorial, El Pais, 
the country's leading newspaper, 
described the demands as black- 
mail. 

The Spanish Senate is due to 
complete a debate today on the 
convergence plan drawn up by 
Mr Solchaga. The government 
has said it would admit small 
changes being asked for by two 
large regional parties but the 
plan is likely to become law with- 
out significant changes. It will 
then be submitted to a meeting of 
EC finance ministers before the 
Lisbon summit at the end of next 
month. 


Queen makes her Strasbourg debut 


Continued from Page 1 


The Queen drew up in the Ren- 
ault model favoured by Mr Jac- 
ques Delors, president of the 
European Commission, who 
appeared in the chamber without 
the emperor's crown Euro-scep- 
tics assume him to covet, and 
was first to his feet upon her 

entry. _ 

Mr Valery Giscard d'Estaing, 
the regal former French presi- 
dent. made his entry after she 
had begun speaking - a tactic 
much favoured by his successor 
Mr Francois Mitterrand at Euro- 
pean summits. 

She got a warm welcome from 
MEPs who spent part of yester- 
day squabbling about seating 
arrangements. This row was trig- 
gered by the Euro-Conservative 


adjunct of Her Majesty's govern- 
ment. which now that it has 
swelled the ranks of the Chris- 
tian Democrat bloc in Strasbourg 
has bad to reseat (physically) to 
the right of Mr Jean-Marie Le 
Pen’s neo-fascist group. 

The Queen's theme was the 
reconciliation of post-war 
Europe, strength in diversity, 
and “the necessary balance 
struck at Maastricht" enabling 
action “on a European basis 
where the nature of a problem 
requires a European response". 
Enlargement of the EC and the 
nurture of eastern Europe were 
emphasised - as much as any- 
thing by the 22 flags of the Coun- 
cil of Europe flying where nor- 
mally the 12 members of the EC 
club bang their pennants. But 
unlike Queen Beatrix of the 


Netherlands at Maastricht. 
Queen Elizabeth did not offer to 
"sacrifice her head” (on the coin- 
age of the realm) for European 
Monetary Union. 

It turned out to be “differences 
of opinion and style" which were 
“insignificant a gains t the back- 
ground of the proven commit- 
ment of Europeans today to rec- 
onciliation and democracy", and 
the Buckingham Palace sources 
insisted that no, there had been 
no change in the wording. 

Her Majesty permitted herself a 
joke on the vigorous debating 
style British members “will no 
doubt have brought to the delib- 
erations of this house... a style 
which can be confrontational, as 
some of my ancestors found". 

Republican sentiment was 
wholly absent yesterday, how- 


ever, and the Queen got two ova- 
tions. At the lunch, the toast was 
"Europe", washed down by Mo&t 
et Chandon 1986. Mr Joao de 
Deus Pinheiro, the current Portu- 
guese president of the Council or 
Ministers, said he felt “the Euro- 
pean spirit was always there [in 
the UK], but now it's slightly 
more visible." 

Mr Carlo Ripa di Meana, the 
EC environment commissioner 
who prompted the UK govern- 
ment’s pre-Maastricht outburst 
about Commission meddling in 
national “nooks and crannies", 
said he was "moved and over- 
come by the presence of Her Maj- 
esty the Queen”. One measure of 
her triumph was his decision to 
eschew bis habitual bright green- 
rimmed spectacles, and wear 
royal blue ones for the occasion. 
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THE LEX COLUMN 


Inflation in the works 


It is tempting to see the sharp drop in 
April producer price inflation as justi- 
fication for last week's base rate cut 
But that is altogether too neat. The 
fall in the headline rate - to 3A per 
cent from 4.5 in March - largely 
reflected slackening pressures on food, 
drink and tobacco prices, probably 
because manufacturers are reluctant 
to pass on Budget increases. The 
underlying rate of 2.8 per cent, 
although low, has barely moved over 
the past three months. 

Three factors should continue to 
restrain wholesale price inflation in 
the short run: weak raw material 
prices, a relatively strong currency 
and downward pressure on wages 
resulting from both fear of unemploy- 
ment and tight corporate cash flow. 
Less clear is how far the recent record 
can be sustained in the upturn. Unless 
it can, the UK has little chance of 
undercutting German interest rates 
for any length of time. But manufac- 
turers may well be anxious to use any 
recovery of demand to repair margins, 
especially in sectors such as metals 
and fibres, where prices have actually 
fallen over the past year. 

Nor is there a direct correlation 
between producer prices and retail 
inflation. Admit tedly, the worst fore- 
casts may prove exaggerated when 
April's RP1 is announced on Friday. 
Food, drink and tobacco prices may 
also be sluggish at the retail level, but 
the rate will jump from March's 4 per 
cent as lower mortgage interest rates 
fall away. And while manufacturers’ 
prices are soft, the service sector has 
been much slower to respond to treat- 
ment 
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The big question concerns the- 
future of the unprofitable chemicals 
division, which, at .£3bn of annual 
turnover, is around the same sire as 
the bulk chpmirftis business of ICL It 
is once more under the cost-cutter's 
knife. If BP decides that its required 
rate of real growth Is not achievable, it 
may seek outside help by way of an 
off-balance sheet alliance or joint ven- 
ture. The attraction of that route fa 
twofold. BP would share the formida- 
ble burden of petrochemical invest- , 
men t. It would also flatter its creaking 
balance sheet by shifting debt off the 
books. By going for scale, it might also 
turn the screw on a few other oil com- 
panies which share the decades-old 
delusion that chemicals provide a 
hedge against the oil industry cycle. 


one per cent on some 5 per cent extra 
space is telling enough. The issue is 
particularly sensitive for Marks, 
whose reputation owes much to the 
notion of fair value. In clothing, as 
elsewhere in the retail trade, discount- 
ing is now so prevalent that shoppers 
may have some difficulty in deciding 
what constitutes a fair offer. 

But it does not do to quibble. At 
yesterday’s 33lp, Marks's shares are 
on a historic multiple of 22 times, com- 
pared with a market average of 17. If 
the prospect were one of a sharp 
bounce in retail spending, that would 
look expensive by comparison with 
Marks’s more bombed-out peers. But 
in the past couple of weeks, the mar- 
ket's faith in a post-election retail 
boom has weakened perceptibly. In 
uncertain times, there Is much to be 
said for quality. 


I Marks and Spencer 

If the defensive qualities of Marks 
and Spencer were ever in question, its 
full-year figures provide the final 
rebuttaL The 1 per cent rise in pre-tax 
profits and earnings per share means 
it has got through yet another reces- 
sion - a particularly savage one for 
the retail trade - with its growth 
record since the Korean War intact 
Although Marks sees no upturn in 
demand, its UK profits growth and 
margins were better in last year's sec- 
ond half than in the first In the cur- 
rent year, it says, the cost-cutting 
measures already under taken mean it 
can increase profits further on 
unchanged volume. 

The one caveat is pricing- Marks is 
notably silent on the question of vol- 
ume versus prices last year, although 
the fact that its UK sales were down 


BP’s dis posal of its r emaining inter- 
ests in Canada through a Canadian 
securities house highlights how diffi- 
cult it is to sell assets these days. The 
proceeds will be paid in instalments 
over two years. But at least the deal 
closes a frustrating chapter for BP. It 
also raises the larger question of what 
the group might look like when its 
disposal programme fa complete. 

In broad terms, the balance of the 
business may not look that differ ent, 
with upstream oil accounting for 
roughly two thirds of capital employed 
and the remaining third devoted to 
downstream ofl and other odds and 
ends. Exploration will concentrate on 
the biggest, most profitable fields at 
the expense of riskier regions, where 
assets will eventually be sold. 


BAA 

The stock market fa bound to worry : 
that BAA’s profits in the late 1990s 
will get stuck in the sludge works 
occupying the future site of Heath-, 
row's Ter minal 5. Investors, to be sure, 
have good reason to be cautious about 
the airline industry's long-term pros- 
pects, given tha" unanimous belief of 
the experts that everything looks rosy. 
But worries that BAA will be unable 
to fund the terminal from new borrow- 
ings and retained earnings are proba- 
bly misplaced. 

After adjusting for interest and 
inflation the ul timate cost of the proj- 
ect could be £2bn. of which perhaps a 
over half will be needed to com- 
plete Phase One in 2002. That implies 
additional capital spending of £100m a 
year, hardly excessive for a group 
which should be making profits of 
£250m-£300m this year. Admittedly, 
BAA is heavily cash negative at pres- 
ent due to existing capital commit- 
ments and low profits. But by 1996-97, 
when the work fa expected to start, 
this should have reversed. The next 
pricing review fa conveniently timed 
for around then, which could give the 
company an opportunity to repeat the 
sort of threats which helped it secure 
such a lenient regime last time. 

That said, it is hard to see BAA . 
providing much excitement following 
the re-rating of the last six months. 
Relief at the outcome of the review, 
the disappearance of the Labour 
threat and the stay of execution for 
intra-EC duty-free have combined to 
leave the shares on a prospective yield ~ 
of under 3 per cent and a forward 
multiple whose premium to the mar- 
ket fa again higher than the post-pri- 
vatisation average. 


The Government Controlled 
Industrial Reconstruction Organization S.A. of Greece 


Piraiki-Patraiki Cotton Manufacturing S.A. 


have sold 


Piraiki-Patraiki Van Delden Textil GmbH 


Neue Baumwoll-Spinnerei und Weberei Hof A.G. 


We acted as exclusive financial adviser to The 
Industrial Reconstruction Organization S. A. and 
Piraiki-Patraiki Cotton Manufacturing S.A. 
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Bank of Scotland 
bids for NZ bank 

i f S '.U The Sank of Scotland yas- 
JM/1 terday announced a sur- 
prise takeover &W for the 
New Zealand Countrywide 
Bank at a cost of N2S53m 
($27_96m). Under a previous 
agreement the Scottish 
bank was to own 60 per cent of the larger 
Countrywide Bank, following the latte r*spur- 
chase for NZSl82£m of the United Bank from 
the financially troubled State Sank of South 
Australia. Page 27 

Time Warner reduces placement 

Time Warner, the debt-laden US media and 
entertainment group, is cutting the of a 
private placement of long-term notes from $lbn 
to$850m. Page 22 

Small gains from bank mergers 

Recent mergers involving big European banks 
have produced only small gains for sharehold- 
ers from post-merger cost cuts. This is one 
finding of a study which has implications for 
Uoyda and Hongkong Bank, both of which 
hope to make big immediate cost savings if 
either buys Midland Bank. Page 25 

GA cuts first-quarter losses 

General Accident, the third 
biggest of the UK’s compos- 
ite general and life insur- . 

artce companies, posted a 

reduced pre-tax loss for the 
first quarter. Losses were £29 .2m <$52_5m), 
compared with £45.5m in fire same period of 
1991. Underwriting losses were down 20 per 
cent to £7 29.6m with losses in the UK down by 
nearly a third to 365.2m. Page 28 

Coffee prices fall off the chart 



A chart spread the length of the lobby wall of 
the Association of Indonesian Coffee Exporters 
logs the demise of the world price tor Indones- 
ia ’srobusta coffee from 1985. With London 
robusta contracts suffering 22-year lows, space 
an the w&ll has run out; the price has literally . 
dropped off the chart Page 28 " 

Digging into Siberian gold 

A small Australian company is dose to com- 
pleting4he thst deal giving foreigners a direct 
stake in'Ruesia’-s gold mining industry. Star 
Technology Systems is negotiating to buy a 31 
per cent stake in a Siberian gold producer. 

This would Include the-development of Rus- 
sia's largest proven hard rock gold deposit 
Page 28 
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News Corp ahead by 76% to A$334m 

Fall in interest payments due to refinancing leads to improvement, writes Kevin Brown in Sydney 


NEWS Corporation, Mr Rupert 
Murdoch's media gram, yester- 
day underlined its recovery from 
finantari problems with a 76 per 
cent increase in net profits to 
AS334m (US8253m) for file nine 
month*; tfl the end Of March. 

News Corp said the improve- 
ment in profits was largely due to 

better results from its newspaper 
and television operations, o&feet 
by disappointing results at Twen- 
tieth Century Fox 

However, the biggest contribu- 
tor to profits was an AH 70m 
reduction in interest expenses to 
AJ728m, reflecting lower interest 
rates and foiling debt following 
the group's US|7£bn debt refi- 
nancing, completed in early 1991. 


NEWS COUP - 1991-02 revenue 
by geographic area (A$m) 

Country 

10 

Year earlier 

3Q 

Year Earifer 

US 

1,620.0 

1.600.0 

4.850.0 

4,910 0 

UK 

5009 

534.8 

1.470.0 

1,750.0 

Aus/Padfic 

338.8 

453.9 

1,410.0 

1.650.0 


The reduction in interest 
expense was offset by an increase 
from ASUm to AS77m in the 
group’s share of losses at BSkyB 
and Ansett Transport Industries, 
the Australian aviation business 
jointly owned with TNT. News 
Carp also confirmed that BSkyB, 
the British satellite television 
operation in which the group has 
a 50 per cent interest, moved into 


profit in March. It said BSkyB 
was now transmitting to 3.1m 
homes, against 2.1m a year ago. 

Revenue was down from 
A$&3bn to AS7.7bn, mostly due to 
disposal of assets and the flota- 
tion of a 55 per cent interest in 
Pacific Magazines and Printing, 
the group's Australian commer- 
cial printing business. 

Net profits were AS437m, after 


taking account of abnormal prof- 
its of A$103m, mostly reflecting 
the notation of the Australian 
printing businesses. News Corp 
reported abnormal losses of 
A$i89m in the comparable period 
of last year, reflecting the financ- 
ing costs of its debt rescheduling. 

The result represents a signifi- 
cant recovery since the end of the 
year to June, when News Corp 
made a net loss of AS393m after 
abnormal losses of ASTI 4m. The 
group forecast ‘•significant" gains 
in profits in the current year. 

At the trading level. US profits 
fell by 17 per cent to AS855m. on 
turnover down 1.3 per cent to 
A$4.8bn. News Corp said the 
lower figures reflected the sale of 


nine consumer magazines in 
June, together with foreign 
exchange gains in the earlier 
period. 

UK profits increased by lo8 per 
cent to AS 27 5m. reflecting the 
transfer of satellite broadcasting 
lasses to BSkyB and a 49 per cent 
improvement in profits from the 
newspaper division. 

Profits from Australia and the 
Pacific basin increased 4 per cent 
to A£58m. helped by a 12 per 
cent improvement in profits at 
the South Chins Morning Post in 
Hong Kong. The group said costs 
were lower following mergers 
between the group s morning and 
evening newspapers in Sydney 
and Melbourne. 


News Corporation 

Share price (AS) 

22 
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BP sells 
Canadian 
stake for 
C$3 74m 

By NMi Buckley in London 

BRITISH Petroleum, in the wake 
of disappointing results last 
week, is selling Its 57 per cent 
stake in its Canadian subsidiary 
BP Canada for C$374m 
(US$314m). 

The move marks BP’S with- 
drawal from oil and gas business 
in North America, apart from 
ve nt u res In Alaska and the Gulf 
of Mexico. BP has been in Cana- 
dian oil exploration since 1953. 

Hr John Browne, chief execu- 
tive of BP Exploration, said the 
sale was a further step in the 
process of rationalising and 
focusing the company’s explora- 
tion and production activities. 

“We have to make choices, on 
a worldwide basis, about the 
allocation of the resources we 
have available," he said. 

The sale follows disposals of 
BP’s Houston-based subsidiary 
Tex/Con last year, and of its 
stoke in the Canadian Banter 
joint venture in British Colum- 
bia this year. It will be lead-man- 
aged by RBC Dominion Securi- 
ties. Shares will be priced at 
C$18, paid in three instalments 
over the next two years. Ana- 
lysts said it could eventually rep- 
resent a book profit of around 
£100m (OS$177m). 

BP - Canada has been reorgan- 
ised In the past three years into 
a focused oil and gas bumness 
with significant interests In the 
deep gas fields of the Western 
Canadian Basin. Its gross 
reserves are 40m barrels of oil 
and 743bn cn ft of gas. 

Total market capitalisation at 
the current market price is 
C$688m. A wholly-owned subsid- 
iary of BP. BP Canadian Hold- 
ings owns 56.94 per cent of 
issued shares. 

BP disappointed the London 
stock market last week with an 
80 per cent drop in Grst-quarter 
profits on a replacement cost 
basis - Insufficient to cover its 
dividend. When stockholding 
losses are taken into account, 
the company made its first-ever 
quarterly loss, of £61m, com- 
pared with a £10m profit in the 
same period last year. 

Analysts said the BP Canada 
sale was consistent with BP’s 
policy of divesting its North 
American interests and concen- 
trating on more significant pro- 
jects In fewer countries. 

The sale will also help to ease 
BP’s heavy cash flow burden. 

BP shares gained 5p to 257p In 
London yesterday, although ana- 
lysts said this was largely on the 
back of a rise in New York. 
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Olivetti blames loss on restructuring 


By Haig SIrnonian In Milan 

OLIVETTI, the troubled Italian 
computers and office equipment 
group, yesterday announced a 
bigger than expected consoli- 
dated loss of L4593bn ($372m) for 
1991, compared with a L60.4bn 
profit for 1990, and passed its div- 
idend for the year. 

Most of the loss came from 
restructuring costs as the com- 
pany tackled what it described as 
the “most difficult year ever 
experienced by the information 
technology industry worldwide”. 


Like its competitors, Olivetti is 
restructuring to tackle declining 
growth in demand for many com- 
puter products and fierce price 
competition from rivals. 

Adjusting to the tougher com- 
petitive conditions overshadowed 
its 1991 accounts. Almost L290hn 
of last year's loss stemmed from 
redundancy payments and associ- 
ated interest and extraordinary 
charges. 

A further L170bn was set aside 
to cover "extensive process and 
industrial restructurings", linked 
to the company’s decision to 


scrap its former complex divi- 
sional structure and adopt a sim- 
plified modeL Although only put 
into operation in January, the 
full provision for restructuring 
was carried ou the 1991 accounts. 

Cost savings from labour were 
partly held back by delays in gov- 
ernment approval for last year's 
job cuts, meaning that most of 
the redundancies only took effect 
at year-end. The workforce 
shrunk by 7,200 in 1991, more 
than double the rate of the previ- 
ous year, and helped cut operat- 
ing costs by 23 per cent. 


At operating level, Olivetti 
reported a loss of L2S.3bn, while 
sales fell 43 per cent to LS.SOTbn. 
The operating figure was slightly 
worse than the company's earlier 
predictions of breaking even. 

Olivetti made no forecast for 
either sales or profits this year. 
However, Mr Carlo Dc Bcnedetti. 
chairman, has said previously 
that it hoped to bmik even in 
1992. Instead, the group stressed 
its financial solidity, and the 
signing of important new ven- 
tures so far this year. Net indebt- 
edness fell Ll72.6bn to Lo?l.9bn 


last year, while net operating 
working capital dropped is. 7 per 
cent to L23iybn at the end i.f last 
year. 

On the sales side, lirst quarter 
revenues fell M per cent against 
the same period last year. i>r hv 2 
per cent when adjusted f hr dis- 
posals. 

Earlier this year, Olivetti 
reached agreement with C.uion 
on a joint venture to produce 
computer printers and it ha-, just 
announced an accord to supply 
personal computers to McDon- 
ald's food r'haio in thr IS 


American recipe for 
European consumers 

Philip Rawstorne reports on the merger of PepsiCo’s 
and General Mills’s snack food businesses in Europe 



T he merger of PepsiCo's 
and Genera! Mills’s snack 
foods businesses in conti- 
nental Europe represents another 
investment in the belief that 
what the US consumer did yester- 
day, the European consumer will 
do tomorrow. 

In 1980. snacks accounted for 
about 18 per cent of the average 
American diet Today, it is more 
than 25 per cent The trend has 
made PepsiCo's snack foods more 
profitable than its better-known 
drinks brands. 

Operating profits rose from 
3339m in 1986 to 5934m in 1990 
before restru ctur ing costs 
reduced them to 5788m last year. 

Annual retail sales of two 
snack brands. Ruffles potato 
chips and Doritos tortilla chips, 
have retail sales of more than 
Sltm each. The successful growth 
of the business in the US con- 
vinced PepsiCo that the process 
could be repeated worldwide. 

Factors which drove the 
demand for snacks in the US 
have been evident for some time 
in Europe. As the number of 
working women has increased, 
families have been eating fewer 
meals together. 

The demand for convenience 
foods has been stimulated. Euro- 
peans have discovered a taste for 
the chips and crackers, candy 
and cookies, on which US con- 
sumers graze throughout the day. 

The experience of Pepsico's Fri- 
to-Lay, the leading US snacks 
manufacturer, suggested barriers 
to growth in Europe would be 
less inhibiting than some observ- 
ers thought PepsiCo's introduc- 
tion of western-style snacks in 
countries such as Mexico and 
Korea encouraged Its view that 
European eating habits would be 
as susceptible to change. 


Concerns about health and diet 
in the US as early as the mid- 
1970s led to the company provid- 
ing low-fat low-salt snacks to 
make consumers feel better as 
they indulged. 

“The development of the indus- 
try has been remarkably consist- 
ent in spite or widely varied cul- 
tures and tastes," says Michael 
Jordan, chairman of PepsiCo 
international foods and bever- 
ages. 

“Once the snacking habit is 
established, consumers demand 
more variety. Product innovation 
then generates further growth." 

PepsiCo introduced more than 
40 new snacks into the US mar- 
ket during 1989 and 1990 - and 
the potential of the European 
venture’s combined research and 
development resonrees to 
improve on that record is clearly 
seen as a benefit of the merger. 

PepsiCo’s international snacks 
operations now involve 27 busi- 
nesses in 25 countries. It is the 
group's fastest-growing division. 
Sales have risen from 5419m to 
513bn, and profits from 527.6m to 
817lm since 1987. 

E urope. Including the UK 
where PepsiCo secured a 
39 per cent market share 
with the 5135bn acquisition of 
Smiths and Walkers crisps from 
BSN, the French foods and 
drinks group, in 1989, accounts 
for 30 per cent of sales. 

Annual consumption of snack 
chips in the UK, the most highly 
developed market, is still only 
9lbs a head compared with 14lbs 
in the US. In Spain, consumption 
per head is 3lbs, and in Turkey a 
mere two ounces. 

Combined sales of the new ven- 
ture amount to little more than 3 
per cent of the existing market - 


but the partners have now put 
themselves into a much better 
position to increase that share. 

General Mills brings to the ven- 
ture secure shares in northern 
Europe. Its three companies there 
- Biscuiterie Nantaise which has 
4.4 per cent of the $4bn French 
market, and the Smiths Food 
Group operations which hold 
around 8 per cent of the Belgian 
and Dutch markets - have 
annual sales of around 5325m. 

PepsiCo complements that with 
leadership in Spain, Portugal and 
Greece, the fast-growing markets 
of southern Europe. 

Europe may as well reconcile 
itself to the crunch of Cheetos 
and Doritos, Bloopers and Chupa 
Chups. 
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Procordia pessimistic despite 
14% advance to SKrl.l2bn 


By Robert Tayfor In Stockholm 

PROCORDIA. the Swedish 
pharmaceutical and food group 
jointly controlled by Volvo and 
the Swedish government, yester- 
day announced a 14 per cent 
improvement in profits after 
financial items for the first three 
months of the year to SKrl.l2bn 
(5190m). 

However, Mr Soren GyD, Pro 
cordia‘8 president and chief exec- 
utive officer for the past eight 
years, warned that he did not 
expect the past 12 months’ strong 
growth to continue. 

Mr Gyll, who is moving to 
Volvo as its chief executive, said 
Procordia would continue Its 
SKrl.4bn rationalisation pro- 
gramme to regain the profit level 
of SKrl3^0 per share of two years 
ago, before it merged with the 
Pharmacia drug group and Prov- 


endor. the food company. Last 
year Procordia doubled its profits 
to SKr42bn and SKrlL60 a share. 

Mr Gyll has not disguised his 
disappointment during the past 
few days at the failure of the 
proposed Procordia- Volvo merger 
in the Dace of opposition from the 
Swedish state. 

The compromise entails the 
government selling its sharehold- 
ing in Procordia at the price and 
time it chooses with an increase 
In Volvo’s voting rights in the 
company to 45 per cent 

Today Mr Jan Ekberg, head or 
Sabi Pharmacia, the group’s 
pharmaceuticals business, 
becomes Procordia’s president 
and chief executive officer. He 
replaces Mr Gyll who becomes 
Volvo's chief executive and chair- 
man of the Procardia board. 

Procordia’s strong performance 
in the first quarter stems from a 


particularly impressive result 
from Kabi Pharmacia, where 
sales rose 22 per cent to 
SKr3.40bn, and operating income 
increased 19 per cent to SKr742m. 

Opthalmics increased sales in 
most markets. By contrast, 
almost all the other business 
recorded falls in operating 
income and sales with a 62 per 
cent drop in operating profits for 
its beverages division to SKrlSm, 
and a 48 per emit foil in operating 
profits in Pharmacia Biotech, 
which is blamed on "a poor 
investment climate for large 
instruments”. 

But the company's food busi- 
ness made a 12-per cent improve- 
ment In operating profits to 
SKr46tn and there was an fi per 
cent growth in operating profits 
to SKr2G8m for Procordia's 
tobacco and confectionery sec- 
tors. 
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M&S advances 1.3% to £623.5m 


By John Thornhill In London 

MARKS and Spencer, the 
UK-based retailer, reported a 
LS per cent increase in pre-tax 
profits last year as it success- 
fully defended Its operating 
margins in severe trading con- 
ditions. but damped down 
immediate expectations of a 

consumer-led recovery. 

The international clothing 
and food group warned that it 

was still experiencing “no 

upturn in UK consumer spend- 
ing" and revealed its intention 
to prune its loss-making Cana- 
dian operations by closing a 
further 25 stores by the end of 
January. 

In the year to March 31. pre- 
tax profits rose from £615-5m 
(Sl.045bn) to £623. 5m on sales 2 


NCM Holding 
posts profits 
of FI 33.1m 

By Ranald van de Krol 
in Amsterdam 

NCM Holding, the Dutch 
private-sector credit insurer 
which acquired Britain's 
short-term export credit arm 
last year as part of a UK priva- 
tisation programme, said that 
after-tax profits in 1991 totalled 
FI 33.1m ($17.9mj. just under 
the record FI 33.6m posted in 
1990. 

The 1991 figures are almost 
entirely composed of NCM's 
Netherlands operations 
because the company did not 
complete its purchase of the 
short-term insurance arm of 
the UK's Export Credits Guar- 
antee Department until Decem- 
ber 1. 

In 1992, the first full year of 
operations in the UK. NCM 
said it expects insurance trans- 
actions worth £14bn ($24.78bn), 
while premium income is 
expected to total £S0m. NCM 
described the UK acquisition 
as marking a new phase in its 
existence, leading to a dou- 
bling of its business and open- 
ing up opportunities for 
growth In Europe. 

Mr Harry Green, chairman, 
said the British market’s initial 
response to a new package of 
products launched by NCM in 
April was encouraging. In the 
first month, NCM Credit insur- 
ance, Ltd, the new name of the 
privatised UK insurance arm, 
had issued several hundred 
“quotes" to potential custom- 
ers and had already closed 
some business transactions. 

The 1992 figures will not 
include the technical results of 
NCM's British subsidiary 
because of the normal three- 
year lag before these enter the 
books. NCM Ltd will, however, 
contribute to NCM Holding's 
results through its investment 
income. 

NCM’s results on direct 
underwriting in 1991 (which 
covers the 1987 underwriting 
year) rose to FI 42.9m from 
FI 32.2m a year earlier, when 
the books on the 1986 under- 
writing year were dosed. How- 
ever. results for indirect under- 
writing swung into a loss of 
FI 3.9m from a profit of 
FI 10.3m. 


per cent higher at £6.36bn com- 
pared with £ 6 . 26 bn last year. 

Store sales in the UK fell by 
0.6 per cent to £4D2bn as the 
company lost market share as 
a result of aggressive discount- 
ing by competitors. 

Sir Richard Greenbury, 
chairman and chief executive, 
said M and S had refused to 
buy additional sales by cutting 
prices and was in a strong posi- 
tion to attack when confidence 
recovered and retailers saw the 
“whites of the consumers' 
eyes". 

“The biggest difference 
between us and our competi- 
tors Is that we have sold goods 
at fUll price and full mar gin . 
Their attempts to build their 
sales have been at the expense 
of their profitability,” he said. 


M and S's pre-tax Figures 
were pegged back by excep- 
tional costs of £46.9m, com- 
pared with £ 16 m last time, 
r elating to M and S’s voluntary 
redundancy programme in the 
UK and rationalisation of its 
Canadian operations. 

Stripped of these, pre-tax 
profits advanced by 6.2 per 
cent to £670. 4m as M and S 
reined in costs, made substan- 
tial productivity gains and 
lifted operating margins from 
11 per cent to U.7 per cent 

Mainland Europe showed 
good growth and the upmarket 
Brooks Brothers chain in the 
US and Japan improved its 
profitability. But Kings Super 
Markets in the US and the 
group's three Canadian busi- 
nesses again disappointed. 


After swallowing an extraor- 
dinary charge of £29, 8m relat- 
ing to the goodwill write-off 
and loss on the anticipated dis- 
posal of its Canadian Peoples 
Division, M and S reported 
only a slight Increase in earn- 
ings per share to I4£p from 
l4.7p. A proposed final divi- 
dend of 5p will lift the annual 
pay-out by 6.4 per cent to 7.1p 
from 6.7p. The company's 
shares rose ip to 33ip. 

Mr Mark Hussou. retailing 
analyst at Warburg Securities, 
said: “This result must qualify 
as a rabbit out of a hat. M and 
S could not buck the trend in 
terms of absolute demand but 
it could improve its perfor- 
mance because of its acceler- 
ated productivity growth." 
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Harpener expects sale by summer 


By David Waller in Frankfurt 

HARPENER. the German 
industrial group which made 
large losses because of its 
entanglement with Mr Werner 
Rey, the Swiss financier, is 
likely to have a new majority 
shareholder by the summer. 

Mr Heinz Sippel. the com- 
pany doctor who is Harpener’s 
chairman, said yesterday that 
the group was in the final 
stages of negotiations with a 
number of potential buyers. 

The majority of the group's 
shares are held by Swiss and 
French banks as collateral for 
the debts of Omni, Mr Rey's 
former business empire which 


went into liquidation last year. 

Mr Sippel said that advisers 
to the side Lazard, Burklin. 
Kuna & Co. the Frankfurt arm 
of the La 2 ards investment 
h ank, and Lazard Brothers of 
London, were likely to con- 
clude a deal in time for Har- 
pener shareholders' meeting on 
July 29. 

As expected, Harpener, 
which has interests in prop- 
erty. energy and transport, yes- 
terday reported a significant 
turoround in net profits before 
extraordinary charges. It made 
net profits of DM66.3m ($40.lm) 
last year compared with a Loss 
of DM95m in 1990. Group 
indebtedness fell from 


DM3 16. 7m in the previous year 
to DM9lm at the end of 1991. 

Extraordinary expenses 
totalled DM93.7m, marginally 
down on the previous year's 
DM95.6m charge. As in 1990, 
the bulk of the charge related 
to obligations taken over as a 
result of the Omni affair. 

After takin g control of Har- 
pener, Mr Ray’s Omni used it 
to buy stakes in a a number of 
loss-making companies. The 
largest, and most disastrous 
purchase was of a large minor- 
ity stake in International Lei- 
sure Group, the collapsed UK 
leisure group. The total cost to 
Harpener had reached about 
DM350m. Mr Sippel said. 


Ahold turnover surges to FI 6.7bn 


By Ronald van de Krol 

AHOLD, the Dutch food 
retailer active in the US and 
the Netherlands, said turnover 
surged by more than 20 per 
cent in the first four months of 
1992, boosted by last year's 
acquisition of a US supermar- 
ket chain as well as by autono- 
mous growth in existing stores. 

The company said operating 
and net profit in the first quar- 
ter of 1992 were also expected 
to be higher, confirming pre- 
dictions of growth in full-year 
earnings, but gave no details. 

Turnover in the 16-week 


period rose by 22.1 per cent to 
FI 6.7bn ($3.6bn), helped by last 
year's acquisition of the New 
York-based supermarket chain 
Tops Markets. 

If the chain, Ahold's fourth 
in the US, is excluded, group 
turnover was up 89 per cent in 
the period. 

In the Netherlands, where 
Ahold generates just under 
half of total turnover, sales 
rose 89 percent to FZ39bn. US 
sales increased by 34 per cent 
to $L9bn. Without Tops Mar- 
kets, Ahold’s US turnover 
would have risen by 5.1 per 
cent 


Besides the Netherlands and 
the US, Ahold is gradually 
building up a c hain of super- 
markets in Czechoslovakia 
under the name MAN A. The 
company already has five 
MANA supermarkets in opera- 
tion and hopes to add many 
more in 1992. 

Mr Pierre Everaert, chair- 
man, told the annual share- 
holders meeting in Amsterdam 
that the process of establishing 
a chain of stores under Czecho- 
slovakia's privatisation pro- 
gramme was proving to be 
slow, but he said Ahold was 
making progress. 


Bobst benefits from full order books 


By Frances Williams 

BOBST, the Swiss paper and 
packaging machinery concern, 
posted an increase in consoli- 
dated net earnings of 179 per 
cent to SFr71.1m (*4S.70m) in 
1991, while turnover increased 
by 99 per cent to SFrL13bn. 
Cash flow rose 22 per cent to 
SFrl40.3m. 

Mr Bruno de Kalbermatten, 
company president, said Bobst 
had benefited last year from fat 
order books accumulated in 
1990. He expected slower 
growth in 1992 hut more 
positive developments in 
1993. 

The Lausanne-based group, 
which employs 5,400 people 
worldwide, has adopted EC 


accounting standards for its 
1991 consolidated accounts. 
Besides increasing transpar- 
ency, the move has boosted the 
group’s balance sheet largely 
by increasing asset values. 
However, the parent company, 
Bobst SA, continues to use tra- 
ditional Swiss accounting 
methods. 

Bobst SA reported a 9.6 per 
cent increase in net earnings 
to SFr31-9m. The annual share- 
holders meeting on May 26 will 
be asked to approve an 
unchanged dividend of SFr34 
per registered share and partic- 
ipation certificate and SFrSS 
per bearer share. The group 
boosted share capital by nearly 
20 per cent last year to 
SFr755m, 


Mr Pierre-Andre Jolliet, 
finan c e director, said the com- 
pany was considering a simpli- 
fication of its share structure 
but had yet to make a decision. 
Increasing numbers of Swiss 
companies are moving to a sin- 
gle class of share, abolishing 
the distinction between regis- 
tered (voting) shares available 
only to Swiss nationals and 
bearer shares which have no 
voting rights. 

The group would continue to 
strengthen its position In the 
mid-range of the market, as 
well as in high-quality prod- 
ucts, a strategy that was pay- 
ing off in developing country 
markets which account for a 
quarter of Bobst's sales, the 
company said. 


Pechiney 
cuts stake in 
packaging 
subsidiary 

By Richard Waters 

PECHINEY, the French 
state-owned al uminium pro- 
ducer, cut its stake in its pack- 
aging subsidiary, Pechiney 
International, to 67.9 per cent 
yesterday, with the sale of 
FFrl.29bn (S230m) of its 
shares in a private placement 

Its holding fell from 74.1 per 
cent and is likely to fall fur- 
ther to 66.7 per cent at the end 
of Jnne when publicly held 
warrants on its shares tell due 
to be exercised. 

The private placement was 
conducted in France and inter- 
nationally by Banque Nat- 
ional de Paris, Credit Suisse 
First Boston and Lazard 
Freres. The three banks 
bought 14.3m warrants in the 
subsidiary from Pechiney and 
immediately exercised them, 
resulting in the Issue of 
7,146,068 new shares. 

Yesterday's sale raised 
FFr199 bn for Pechiney Inter- 
national The total will rise to 
FFrl.7bn should further pub- 
licly held warrants be 
exercised at the end of 
June. 

In addition, the company 
expects to raise FFr3. 85 bn 
shortly from the sale of its alu- 
minium and international 
trading businesses to its 
parent 

The money raised would 
“strengthen Pechiney Interna- 
tional's financial position and 
enhance its ability to develop 
its principal line of business, 
packaging”, the company said. 

Pechiney added that the pri- 
vate placement - which came 
after the market had closed - 
was expected to be completed 
shortly. No particular block of 
shares was earmarked for sale 
internationally, with all three 
banks selling shares both in 
France and abroad. 

Investor records 
improvement 

By Robert Taylor 

INVESTOR, Sweden's leading 
investment company, has 
announced a strong improve- 
ment in profits for the first 
three months of the year to 
SKrI.14bn ($192m) from 
SKx258m for the same period 
of 1991. 

The main reason for the 
strong growth was the sale of 
Investor’s shares at the begin- 
ning of the year in Skandia, 
Sweden's leading Insurance 
company and the engineering 
group Asea. At the end of 
March, Investor’s strategic 
portfolio on the Stockholm 
bourse was valued at 
SKr23.078bn. 

• Metro, the Finnish indus- 
trial company, is seeking the 
authorisation of its sharehold- 
ers on 8 Jane for a FM60m 
share issue over the next 
twelve months. When and 
whether the company goes 
ahead wifi be decided by the 
board. 



Esselte to divide in two 
in restructuring move 


By Robert Taylor 
In Stockholm 

THE board of Esselte, the 
Swedish office products group, 
confirmed yesterday that it 
proposes to divide the com- 
pany into two independent 
groups as part of its restructur- 
ing programme. 

Esselte AB will be the com- 
pany's international business 
arm concentrating on the pro- 
duction and marketing of office 
products while there is to be 
small Nordic business -Infor- 
mation Systems - dealing 
with the company’s wholesale 
and retail operations related to 
office electronics and office 
products. 

The aim of Esselte's division 


is to str eamlin e the business 

and create a more clearly 
defined and efficient structure. 
Yesterday the group acknow- 
ledged its present organisation 
was chaotic and binders over- 
all development 

While Esselte's international 
manufacturing segment is 
“currently In a more expansive 
phase," its Nordic operations 
are ‘‘experiencing a phase of 
consolidation and restructur- 
ing”. The group said yesterday 
this created problems for the 
focus of its activities and 
resource allocation. 

The shareholders will be 
asked to approve of Esselte's 
division at their annual meet- 
ing on June 12 and the com- 
pany said the share distribu- 


tion would take place no later 
than November 30. 

Under the proposal the Swed- 
ish company Getinge Intressen- 
ter, owned by Mr Rune Ander- 
sson. Esselte chairman, wifi 
become the largest shareholder 
in the new Nordic group with 
34.8 per cent of its equity and 
47.7 per cent of its voting 
rights after buying the shares 
in Esselte owned by the two 
large Swedish banks Nordban- 
ken and Gota. 

Esselte has gone through a 
prolonged period of upheaval 
caused by competitive cost 
pressures and falling demand 
for its products. 

Two years ago it began to 
concentrate on a core business 
strategy. 


SGS up 17% at four months 


By Frances Williams 
in Geneva 

SOCIETE Ge' iterate de 
Surveillance (SGS), the world 
leader in product inspection 
and testing services, increased 
turnover by 17 per cent in the 
first four months of 1992, Mrs 
Elisabeth Salina Amorini, 
chairman, said yesterday. 

This figure was boosted by 
the weakness of the Swiss 
franc against the dollar and 


poor business last year due to 
the Gulf conflict. The chair- 
man said she faced 1992 with 
confidence despite the difficult 
international environment 
In 1991 SGS boosted revenues 
by 9.7 per cent to SFrS^bn 
($l.44bn) with a “marginally 
favourable” contribution from 
currency movements. Mrs 
Salina said the Geneva-based 
group would continue its pol- 
icy of balancing internal 
growth with acquisitions of 


German regional bank 
continues buoyant trend 


By David Waller in Frankfurt 

OPERATING profits at 
Westdeutsche Landesbank, the 
German regional public sector 
bank, climbed by “more than 
50 per cent” in the first three 
months of the current year 
against the comparable period 
for last year, the hank's chief 
executive said yesterday. 

Mr Friedel Neuber said that 
the good performance to date 
would put the bank on course 
for total operating profits of 
about DMlbn ($600m) for the 
year, up from DM970m for 1991. 

He cautioned that first-quar- 
ter operating profits were 
inflated by the inclusion of a 
contribution from the house- 
building promotion facility of 


the state of Westphalia for the 
first time. Stripping this out, 
profits would have risen by 30 
per cent in the first quarter. 

The figures confirm that the 
German banking sector is still 
enjoying excellent lending con- 
ditions in the wake of a vin- 
tage year last year. 

Last month, Commerzbank 
reported total operating profits 
up by 7S per cent in the first 
two months of the current 
year. 

Spelling out some details of 
last year's results, WestLB said 
that group net profits rose 
from DM56m in 1990 to 
DM224. 84m last year, while 
group operating earnings for 
last year more than doubled 
from DM340m to DM714m. 


COMPANY NEWS IN BRIEF 


BUEHRMANN-Tetterode. the 
Dutch paper distributor, office 
supply and packaging group, 
said profits fell in the first 
quarter despite a rise in sales, 
AP-DJ reports from Amster- 
dam. 

The company, which saw its 
net profits plunge in 1991 to 
FI I03.lm from the year-earlier 
level of FI 260.8m <$144.4m), 
said sales rose 2 per cent in the 
quarter against the same 1991 
period. 

■Portugal will privatise 49 per 
cent of the national airline, 


TAP-Air Portugal, in the sec- 
ond half of 1993, Beater reports 
from Lisbon. 

The government did not say 
what form the sell-off would 
take, but that control would 
stay in Portuguese hands. 

■ Dutch brewer, Grolsche Bier- 
brouwerij, said its Grolsch 
Export BV subsidiary had 
reached a sales, distribution 
and marketing accord with 
Spanish brewer, La Cruz del 
Campo, 90 per cent owned by 
Guinness of the UK, Beater 
reports from Amsterdam. 


small and medium-sized com- 
panies designed to strengthen 
its core activities. 

• As com Holding, parent of 
the Swiss telecommunications 
group, says it plans to abolish 
any remaining participation 
certificates, which have now 
been largely converted into 
registered or bearer shares. 
Ascom, which had a consoli- 
dated turnover of SFr3.1bn last 
year, plans ah unchanged divi- 
dend of 14 per cent 

BBY in accord 
with Tractebel 

SPAIN’S Banco Bilbao Vizcaya 
(BBV) said yesterday it had 
signed a general industrial 
co-operation agreement with 
the Belgian utility Tractebel, 
AP-DJ reports. 

In a short statement, the 
Spanish bank described the 
agreement as “a general accord 
on global co-operation In the 
industrial sector.” 

Details on the accord will not 
be available until the two com- 
panies finish defining the 
agreement, a BBV spokesman 
said. The spokesman was 
unable to say how the accord 
would affect Proindesa, the 
Industrial holding BBV formed 
in January with Spain’s largest 
private utility, Iberdrola. 

But in its statement, the 
hank said it had increased its 
stake in Iberdrola to almost 10 
per cent from 53 per cent “by 
virtue of” the accord. 

Tractebel has acquired 
around 3 per cent of Iberdrola 
since the start of the year 
under an agreement to 
strengthen the ties between 
the two utilities as a basis for 
joint ventures. 

Subsequently, Iberdrola and 
Tractebel formed a consortium 
to bid in the privatisation of 
the Argentine utility Servicios 
Electricos del Gran Buenos 
Aires (Segba). 

The Spanish and Belgian 
companies each hold 25 per 
cent stakes in the consortium, 
while the US utility UtiliCorp 
United has 16 per cent and the 
rest is in the hands of several 
Argentine concerns. 


Assets 

Cash and due from banks 

interest bearing deposits 

with banks 

Precious metals.—.........,. 

Investment securities 

Trading account assets ..... 

Federal funds sold and 
securities purchased under 

resale agreements 

Loans, not of unearned 
income. , „ 

Allowance for possible loan 
losses I.,,, 

Loans inetj 

Customef^ 1 Bability on 

acceptances 

Prwnlses and equipment „ 

Accrued interest receivable 

Investment In affiliate. 

Other assets 

Total assets ...... 


REPUBLIC NEW YORK 
CORPORATION 


Consolidated Statements of Condition 

March 3i, Liabilities and 

1992 1991 Stockholders’ Equity 

(In thousands of USS except per share data} 

336,511 $ 325,471 Non-interest bearing deposits; 

In domestic offices 

S. 781,643 8341.852 

412,443 246.186 In domestic offices 

10.158,833 7,604,304 

258.812 86.B88 Short- term borrowings 

Acceptances outstanding 

Accrued Interest payable 

1.043.243 503 084 Due to factored clients 

Other liabilities 

Long-term debt. 

I 004 nnri n rvt#** *• 


83 * 1,952 

246.186 

7,604,304 

86,886 


March 31. 


8,281,380 8,636.040 


S 862,761 
106,872 

8,898,113 

10320,093 

^ 0,187338 

3,271344 

1.447376 

262308 

447,702 

681,743 

3,824,469 


1233,674) 

8,047,706 

1,441.816 

373342 

304,739 

531.501 

562.810 

332354,197 


8399,647 

2.018.833 

383.664 

331,171 

510.918 


S29, 109360 


Stockholders’ Equity 

Cumulative preferred stock, 
no parfaue 8,141 DOO does nooning 

in 1932 and 681250 In 1091 556.925 

Common stack. $5 par value 
150000300 Sara taunted ki 1902 ml 
50000000 in 1981; 50019,178 does 
autstanSaa In 1992 and 34.409J975 in 18B1 260396 

Surplus 448,737 

Retained earnings 867,158 

7btaJ stockholders' equity — 2,130,91 6 

Total liabilities and 

stockholders' equity $32.254.197 


805,156 

228,048 

9,583,523 

9.645.933 


1358,461 

2,022,351 

222357 

432,469 

493,573 

2,401327 


309,425 


172,050 

532368 

702,119 

1,715,962 

529.109.260 


*** ponton ot me kivgatrnert in prcrioua metaia not hedged by forwzrd galea wua 54,5 rnHion and ST3.S m»on in raB2 ana i99t, reapocrttveiy. 

Summary of Results Three months ended 


(In thousands of USS except per share dalaj March 31, 

1992 1991 

Net Income S 60.404 S 54,670 

Cash dividends declared on common stock $ 13.004 S 12343 

Per common share 
Net income: 

$ 134 $ .07 

Fully diluted $ i,02 $ 37 

Cash dividends declared $ 35 S 33M 

Average common shares outstanding fin thousands); 

Pnmary 52,020 51.587 

■ v Fully diluted 55,828 51.594 , 

Republic New Yoric Corporation 
Fifth Avenue at 40th Street, New York. New York 10018 

Member Federal Reserve System/Member Federal Deposit Insurance Corporatlon/Menfaer New Ybrk Cfieaffng House Association 

Banking Locations 

New Tbrk * Gsneva • Tokyo • London * Zurich • Lugano ■ Luxembovg • Paris • Monte Carlo • Gfctaliflr 
Mtan * Guernsey * Beirut • Miami • Los Angelas • Beverly HBe * Nassau • Cayman Wands » Montreal • Singapore 
Hong Kang • Taipei • Jakarta • Montevideo * Pwta dal Eate • Buenos Aim • Santiago • Mtotico City ■ Caracas ■ Rio de Janeiro 


Assets 


Cash and due from banks 

Interest bearing deposits 
with banks 

Precious metals 


Investment securities 

Trading account securities 

Loans, net of unearned 
Income. 


Allowance for possible loan 


Loans (net) 

Customers' liability on 

acceptances 

Premises and equipment 

Accrued Interest receivable 

Other assets 

Total assets 


SAFRA REPUBLIC 
HOLDINGS SA 

LUXEMBOURG 


Consolidated Statements of Condition 

March 3i, Liabilities and 

1992 1991 Shareholders’ Equity 

Qn thousands ot USS except per share data) 

54389 S 41,718 Client deposits 

Bank deposits .... — 

3/E5.062 3.0W.SSO »„*££££!!£= 

1,126 1,966 Acceptances outstanding 

a aar"— — 

5,323 2,756 Long term debt 

Shareholders’ Equity 

1302,815 1,307.080 Common stock, USS 5 par value, 

200000000 state authorized; 

17531 012 issued: 

— jl§>. — (9.331) 17,700482 shares oiiSandng in 1992 

1,188.798 1,297.729 and 17,798g57ii 1991 

Surplus 

Retained earnings 

q Less: 130,530 shares held in 

’ treasury In 1992 and 

55,908 48.130 32.075 In 1991, at cost,. 

96,638 123345 Total shareholders’ equity — 

Total fiabflHJes and 

-80-639 sharehoidera'eqSty 

810396 S 8,449.1 04 Book value per share -. 


March 31, 


|S 831 0396 


3.006,B90 

1,966 

3345,931 

2,756 

1,307.080 

0.331 ) 

1,297.729 


48.130 

123345 

80,639 

88,449,104 


£5,870,652 

745.185 

6,615337 

1,066,705 

9,832 

79,703 

51,134 


89,155 

819,624 

184,666 


(6,560 ) 

1,086.685 


£5.664,049 

1.045.728 

6,909,777 

314,494 


89,155 

819,588 

■A2.183 


(1.396) 

1 ,049,530 


Summary of Results 

(In thousands of U$$ except per share data) 

Nat income 

Net Income per common share 

Average common shares outstanding (in thousands) 


$8,910,096 $ 8.449,104 


Three months ended 
March 31, 


$ 22.636 $ ig t 506 
S 1-28 S 1.10 
17,733 17.799 


Safra Republic Holdings &A. 

32, Boulevard Royal -2449 Luxembourg - TeL 4793 31 310 - Fax 479331 226- Telex 3320 RNBNY LU 
WhoBy Owned Banking Subsidiaries 

Republic National Sank of New York (Suissej) SA: Head office in Geneva and branches m Lugano, Zurich and Guernsey 

Representative office In Buenos Aires, Argentina 

Republic National Bank of New York (Franck Head office in Paris and 1 branch in Paris and Monaco 

RapubBc National Bank of New Ybrk (Luxembourg) SA; Head office In Luxembourg 
Republic National Bank of New York (Guernsey) Ltd.; Head office In St Peter Port. Guernsey 
Republic National Bank of New York (GHsrattatj Ltd.: Head office in Gibraltar 


Republic New York Corporation owns 48 j 9% of Safra Republic Holdings SA, which Is accounted for by the equity method. 

On a folly consolidated basis, total assets exceed US$40 bMHon and total capital. Including minority interest and subordinated debt, exceeds US$4 billion. 
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Risk. You have to look at it 
when you don’t want to 


even 


It’s always tempting to focus on reward. But you’ve got 

to keep an eye on risk. 

After all, there’s no reward without it. 
There’s risk in energy prices. Which could make 
investing in, say, a transportation company hugely re- 
warding. Or sadly disappointing. 

There’s risk in Latin America. And in Eastern 
Europe. But the opportunities there could be larger 

than those at home. 

Everywhere you look, there’s risk. 


Managing risk — conventional and unconven- 
tional — is the single-minded mission of Bankers Trust. 
As merchant bankers, we’ve honed our ability to help 
you uncover risk, analyse it, take it or shed it, profit by it. 

No firm is better equipped to help you see and 
deal with global risk. With Bankers Trust beside you, 
you won’t be flying blind. 

QBankers Trust 

LEAD FRbM STRENGTH. 
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INTERNATIONAL COMPANIES AND FINANCE 


Time Warner forced to cut $lbn placement 


By Alan Friedman 
in New York 


A LACK of sufficient investor 
interest has forced Time 
Warner, the debt-laden US 
media and entertainment 
group, to slash the size of a 
recent private placement of 
long-term notes from Slbn to 
$850m. 

The company, which plans to 
use the proceeds to replace 
bank loans as part of its 
restructuring of more than 
S7bn of group debt, had previ- 
ously asked Merrill Lynch, lead 


agent on the transaction, to 
raise more than $lbn by way of 
a private placing. 

A banker Involved in the pla- 
cing said that Mr Ed Aboodi, 
financial adviser to Mr Steve 
Ross, Time Warner chairman, 
had asked Merrill Lynch to 
raise the Slbn by placing 
S750m of 10-year senior notes 
and S260m of 20-year paper. 

However institutional inves- 
tors were not prepared to 
accept a foil Slbn of Time 
Warner senior debt, according 
to an executive involved in the 
transaction. Time Warner then 


agreed to reduce the placing to 
S500m of 10-year notes paying 
9% per cent and S250m of 20- 
year paper at 10.15 per cent 
The 10-year tranche was even- 
tually raised to S600m. 

Investors were apparently 
hesitant due to uncertainty 
over Time Warner’s compli- 
cated debt restructuring. 
Including a new S8J2bn bank 
loan and the transfer of much 
of the debt to Time Warner 
Entertainment (TWE), an 873 
per cent Time Warner subsid- 
iary that will have both 
Japan’s Toshiba and C. Itob as 


minority shareholders. 

The company's ratings, 
meanwhile, remain below 
Investment grade, although 
these are expected to be 
upgraded after the debt 
rescheduling is completed. 

After the size of the Time 
Warner placing was reduced, 
Merrill Lynch offered the 
company an additional S250m 
as a bridge loan that would 
eventually be converted into a 
new 10-year bond with a cou- 
pon 200 basis points above the 
equivalent US Treasury matu- 
rity. The bond is expected to be 


issued in the second half of 
1902. 

This transaction was 
described by Time Warner as a 
forward underwriting commit- 
ment By July it should allow 
the company to reduce its bank 
loan by the same amount 

Time Warner’s nest step will 
be to raise a further Slbn to 
8l3bn cash by seeking to bring 
US and E uropean partners into 
its TWE venture with Toshiba 
and C. Itoh. IBM, the computer 
company, is among the compa- 
nies that may be asked to 
Invest up to S500m in TWE. 


JC Penney surges to $136m 


By Nikki Tail in New York 


J.C. PENNEY, the big 
Dallas-based retailer, yesterday 
reported a sharp upturn in 
profits during the first three 
months of the 1992 financial 
year. However, its performance 
contrasted with that of The 
Limited, a once high-flying spe- 
cialist retailer, whose profits 
and earnings per share were 
flat during the same period. 

J.C. Penney announced it 
made Sl36m after tax in the 
three months to April 25. com- 
pared with 980m a year earlier 
(excluding the effect of an 
accounting change). 

Its retail sales during the 


period increased from $3.43bn 
to S3.79bn - a rise of 103 per 
cent. Penney said unit sales 
had accelerated “significantly" 
in four merchandise divisions. 
However, it also acknowledged 
that gross margins slipped 
slightly. 

Mr W illiam Howell, chair- 
man, said a tumroimd in the 
US economy, “coupled with the 
more recent uptick in con- 
sumer confidence, bodes well 
for retailing generally”. 

At The Limited, however, it 
was long faces and news of 
after-tax profits only margin- 
ally higher at $513m, against 
950.9m,- in the 13 weeks to May 
2. Moreover, the figure 


includes a $9m pre-tax gain as 
a result of the flotation of 
United Retail Group, the “large 
size” specialty women's wear 
retailer in which The limited 
holds a 20 per cent stake. 

Sales increased by 103 per 
cent, to $l.42bn. and The Lim- 
ited said its Victoria's Secret 
stores had enfoyed a record 
first quarter. 

Mr Leslie Wexner. chairman, 
said he was disappointed by 
the performance. “In addition 
to the external factors of slug- 
gish mall traffic, a difficult eco- 
nomic environment and unsea- 
sonably cold weather, we also 
created some of our own mer- 
chandising problems,” he said. 


Nordstrom slides 16% 
despite sales increase 


By Nikki Teft 


NORDSTROM, the Seattle- 
based stores group and one of 
rite stars of the US retail sector 
in the late- 19809, has reported a 
153 per cent fall in firet-quar- 
ter profits. 

The fashion retailer, which 
has been hit by the west coast 
recession, said it 921.6m 
after tax in the three months 
to the end of April, compared 
with 925.7m in the same period 
a year earlier. 

Sales in the first quarter rose 
8.7 per cent, to 96633m. How- 
ever, Nordstrom’s finance 


All of these securities having been sold, this announcement appears as a matter of record only. 
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10,000,000 Shares 



International Family Entertainment, Inc. 


Class B Common Stock 


2,000,000 Shares 


The above shares were offered outside the United States and Canada by the undersigned. 


Donaldson, Lufkin & Jenrette 

Securities Corporation 


Merrill Lynch International Limited 


Smith Barney, Harris Upham & Co. 

Incorporated 


Banque Indosuez Caz 

Paribas Capital Markets Group 
Swiss Bank Corporation 


Cazenove & Co. 


Commerzbank AktiengeseUschaft 


Daiwa Europe Limited 


N M Rothschild & Sons Limited 


S.G. Warburg Securities 


Yaxnaichi International (Europe) Limited 


8,000,000 Shares 


The above shares were offered in the United States and Canada by the undersigned. 


Donaldson, Lufkin & Jenrette 

Securities Corporation 


Merrill Lynch & Co. 


Smith Barney, Harris Upham & Co. 

Incorporated 


Bear, Steams & Co. Inc. 


The First Boston Corporation 


A.G. Edwards & Sons, Inc 


Lehman Brothers 


Hambrecht & Quist 

Incorporated 

Montgomery Securities 


Alex. Brown & Sons 

Incorporated 

Kidder, Peabody & Co. 

Incwporated 

JJP. Morgan Securities Inc 


Dillon, Read & Co. Inc 


Lazard Fr&res & Co. 


Paine Webber Incorporated 
Robertson, Stephens & Company 


Morgan Stanley & Co. 

Incorpor a ted 


Paribas Capital Markets Group 


Prudential Securities Incorporated 
Dean Witter Reynolds Inc 


Roocuson, stepnens & Company Wertheim Schroder & Co. Dean Witter Reynolds Inc 

Incorporated 

Amhold and S. Bleichroeder, Inc William Blair & Company J. G Bradford & Co. Cowen & Company 


Gruntal & Co., Incorporated 
Ladenburg, Thalmann & Co. Inc 


Interstate/Johnson Lane 

Corporation 

GJ. Lawrence Inc. 


Kemper Securities Group, Inc 


The Ohio Company 

Stephens Inc Tucker Anthony * W 

Incorporated 

LJL Alton & Company Anderson & Strudwick Baron Capital, Inc 

Incorpor at ed 

Branch, Cabell and Company Davenport & Co. of Virginia, Inc Doft & Co., Inc 


The Robinson-Humphrey Company, Inc 


Legg Mason Wood Walker 

Incorporated 

Rothschild Inc 


Olympics 
costs hit net 
at Turner 
Broadcasting 


Citicorp moves to 
lift capital ratios 
with swap offer 


-vV ... 
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By Alan Friedman 


By Alan Friedman 


director, Mr John Goesling. 
said sales trends had not 
“improved enough to offset the 
higher costs of doing busi- 
ness”. 

Meanwhile, May Department 
Stores, which operates 319 
department stores across the 
US under names such as Lord 
& Taylor and Kaufmann’s, and 
3.304 shoe stores, reported 
after-tax profits of $Slm for the 
13 weeks to May 2. 

The result compares with 
976m in the same period a year 
earlier. Total net retail sales in 
the period were up from 
52.17b n to S2-3bu. 


Wheat First Butcher & Singer 

Opttal Malices 


Baron Capital, Inc 


Black & Company, Inc 


First Manhattan Co. 


Gabelli & Company, Inc. 

Scott & Strmgfellow Investment Corp. 
Van Guard Capital 


Moran & Associates, Inc 

Securities Brokerage 

Seidler Amdec Securities Inc 


Parker/Hunter 

Incorporated 

Southwest Securities, Inc 


Van Kasper & Company 


T.R. Winston & Co. Inc 


COSTS associated with 
coverage of the winter Olym- 
pics contributed to a sharp 
decline iu first-quarter net 
earnings at Turner Broadcast- 
ing System, the media and 

entertainment group that 
controls the CNN cable 
network. 

Although revenues were 12 
per cent higher at $S65^m. tile 
first-quarter net profit was 
only 9731,000, against S3 .8m a 
year ago. At the operating 
level, the profit dropped by 9 
per cent to 951.1m. 

Revenues for the entertain- 
ment division of Mr Ted Turn- 
er’s company rose by 20 per 
cent, to 5l70.5m, thanks to 
increases in subscription reve- 
nue and advertising at the 
TNT cable network. However 
the entertainment unit’s oper- 
ating profit fell to 916.1m from 
$27 Am in the first quarter of 
Last year. 

Operating profits from the 
news division - which 
includes CNN - increased to 
942.4m from S3l.lm on reve- 
nues that were 9 per cent 
higher at $125^m. 

Losses on the sports divi- 
sion, which includes an equity 
stake in the Atlanta Hawks 
basketball t«im. rose to nearly 
$4m from 92.1m a year ago. 

• The New York Times, whose 
delivery drivers have been on 
strike since last week, said the 
strike had cost millions of dol- 
lars. Mr Lance Primis. presi- 
dent of the paper, said the 
losses consisted of plant and 
equipment damage, lost sales 
and rebates to advertisers. 

Hr Primis said he was 
unaware of distribution prob- 
lems spreading beyond the 
sub urban areas of Westchester 
County and Long Island in 
New York, and in Connecticut 

He said there had been bomb 
scares at the newspaper’s Man- 
hattan headquarters dam- 
age to some lorries in the load- 
ing bays of file newspaper. 


CITICORP yesterday offered to 
swap two types of preferred 
stock for up to 2l.lm common 
shares, in a move aimed at 
strengthening its common 
equity-to-assets capital 
ratio. 

The effect of the stock swap 
would be to strengthen Citi- 
corp’S common equity base on 
paper by as much as 9537m, 
increasing the common equity- 
to-assets ratio from a 3.42 per 
cent to 3.67 per cent 

The proposal is part of the 
bank’s drive to bolster capital 
ratios, which are among the 
weakest of tile big US commer- 
cial banks. The bank has been 
raising cash by way of asset 
disposals and private and pub- 
lic offers of debentures. 

The last preferred stock 
issue was a $i75m public offer 
in March, which carried a 9 per 
cent coupon. Last year the 
hank placed SiJJbn of preferred 
stock privately, half of it with 
a Saudi prince. The rates on 


last year’s two placing* were 
11 per cent and 10% per 
cent 

Ms Nancy Newcomb. Citi- 
corp's senior executive in 
charge of funding, said the 
stock swap proposal would 
offer investors a tax-free and' 
commission-free exchange or 
preferred stock into the more 
widely held and actively traded 
common shares. The bank, in 
turn; would improve its equity 
base by issuing common 
shares representing up to 5.7 
per cent of total common stock 
outstanding. 

Mr Tom Hanley, senior bank- 
ing analyst at First Boston, (be 
investment bank, praised the 
stock swap offer as “a positive- 
step aimed at getting capital 
ratios up.” 

The offer provides for 3.72 
common shares to be 
exchanged for eaeb of 3.9m 
shares of second series pre- 
ferred stock, and 4.40 common 
shares for each of the bank’s 
1.5m shares of third series pre- 
ferred stock. 


Flat profits forecast 
at Citizen Watch 


By Robert Thomson In Tokyo 


Singapore group 
nears Malayan 
Credit takeover 


CYCLE and Carriage (CCL), 
the diversified Singapore- 
based vehicle group, is nearing 
victory in its month-long bat- 
tle to take over Malayan 
Credit, the family-run prop- 
erty concern. Reuter reports 
from Singapore. 

CCL, which is making the 
takeover bid in partnership 
with Hotel Properties, said it 
had bought an additional 6.1m 
shares of Malayan. The part- 
ners now own 48.88 per cent of 
Malayan Credit’s total shares. 
CCL offered a price of S92J5 a 
share when the hid opened on 
April 10. 

CCL, a leading car distribu- 
tor diversifying into property 
and food businesses, said last 
month its takeover offer was 
conditional on it and Hotel 
Properties acquiring a com- 
bined stake of more than 50 
per cent With a 50 per cent 
stake, CCL could wrest control 
of the property group from 
Singapore’s Teo family, which 
owns about 24 per cent of 
Malayan. 

Malayan’s land bank in Mal- 
aysia and its prime office and 
residential properties in Singa- 
pore and Malaysia are expec- 
ted to blend well with CCL’s 
property portfolio in Singa- 
pore and Malaysia. 


CITIZEN Watch, the Japanese 
watch and information equip- 
ment maker, has blamed slow- 
down in the domestic economy 
and a sharp drop in capital 
spending for a 20.4 per cent fell 
in pre-tax profit, to Y16A9bn 
(S127m), for the year to the end 
of March. 

The decline is expected to be 
characteristic of Japanese com- 
panies' fiscal 1991 results, as is 
the company’s forecast of flat 
sales and profits for the pres- 
ent year. 

For last year. Citizen 
reported a 4.7 per cent fell in 
sales, to Y2362bn, in spite of a 
5.9 per cent increase in unit 
sales of wrist watches at 
162.6m. The company said slug- 
gish sales of luxury models 
were behind a bare 1 per cent 
rise in watch revenue. 

Sales of industrial machinery 
and equipment fell 18.8 per 
cent, as Japanese companies 


cut capital spending, while 
sales of floppy disk drives fell 
24.S per cent because of 
troubled computer markets 
in the US and Europe. How- 
ever, sales of notebook-style 
computers rose 5,3. per 
cent 

As with many Japanese com- 
panies over the past year, 
Citizen softened the impact 
of economic slowdown and 
high interest rates by tapping 
its cash reserves, which fell 
from Y73.17bn to Y54.7Bbn. 
Meanwhile, it reduced its 
exposure in the stock market 
and sharply increased its hold- 
ings of bonds, from Y54m to 
Y9.4bn. 

Citizen said the the condition 
of the domestic economy was 
“still critical", while recovery 
in Europe and the US appears 
to have been delayed. For the 
year, pre-tax profit is forecast 
to rise 0.6 per cent, to Y17bn, 
on a 1.6 per cent increase in 
sales to Y240bn. 


Japanese broker seeks 
emergency financial aid 


By Emlko Torazono In Tokyo 


YAMATANE Securities, a 
second-tier Japanese broker, 
has requested emergency 
financial support from Sakura 
Bank, a leading commercial 
bank. The request reflects 
the severe conditions facing 
the Japanese broking industry. 

Yamatane's move comes at a 
time when the company feces 
steep losses because of the 
weak stock market, low deal- 
ing volume and compensation 
payments arising from its 
involvement in stock manipu- 
lation disputes. 

For the last fiscal year to 
March, the broker expects to 
have run up a pre-tax loss of 
Y9bn (967.66m) and an after-tax 
loss of Y24J2bn. 

Although Yamatane is the 
first leading second-tier broker 
to make such a move, there is 
speculation that others may 
follow suit 

Second-tier brokers, which 


have traditionally relied 
on broking commissions, have 
been hard hit by the decline 
in market activity. The down- 
turn has forced the houses to 
rely more heavily on unreal- 
ised gains on stock holdings, 
which have also been eroded 
by the sharp falls in share 
prices. 

Nine of the 10 second-tier 
brokers are forecasting losses 
for la st year, while most are 
cutting costs by closing domes- 
tic branches and rationalising 
international operations. 


Sakura, which has tradition- 
ally enjoyed close ties with 
Ya m ata ne , said it was consid- 
ering supplying the broker 
with low -interest rate loans 
and sending officials to aid 
restructuring. 

Yamatane also hopes to sell 
some of its long-term bank 
shareholdings, which could 
affect already weak Japanese 
bank share prices. 


Nampak ahead 14% to R123.4m 


By Philip Gawith in 
Johannesburg 


INCREASED volumes, 
improved market share and 
higher exports allowed Nam- 
pak, South Africa’s largest 
packaging company, to record 
increased turnover and earn- 
ings in the six months to the 
end of March. 

Turnover at tbe Barlow Rand 
subsidiary was 13 per cent up 
at R231bn (9770m), while oper- 
ating profit was 16 per cent 
higher at R250 Jm. 

Improved margins were tbe 
result of 2.4 per cent volume 
growth, improved productivity, 
plant rationalisation and tight 
cost controls. 

Attributable profit rose 14 


per cent to R123.4m. Earnings 
per share were 13 per cent 
higher at 258 cants, while the 
dividend was lifted 5 per cent 
to 79 cents per share. 

Mr Brian Connellan, chair- 
man, said most divisions in the 
packaging segment had 
achieved real growth. 

Looking ahead, Mr Connel- 
lan said although lower inter- 
est rates and improved export 
prospects would help the econ- 
omy, these benefits were out- 
weighed by the impact of con- 
tinuing unrest, unemployment 

and the drou ght 

He said the level of Increase 
In earnings for the fall year 
was likely to be below the first- 
half level 

• Two other companies in the 


Barlow Rand group reported 
higher interim profits. Attrib- 
utable profits at Tiger Oats 
rose 13 per cent to R 154.4m. 
while earnings at Imperial 
Cold Storage (ICS) were 29 pec 
cent h igh e r at R30Am. 

Mr Robbie Williams, chair- 
man of Tiger Oats, said tbe 
higher profits, achieved on a 
4.4 per cent rise in turnover to 
R4.4bn, reflected the group's 
diverse base, strong brands, 
and the benefits of upgrading 
plant and technology. 

ICS benefited from a 
restructuring programme 
introduced ia months ago, with 
the 29 per cent rise in earnings 
achieved on a turnover 
increase of 8 per cent to 
RlJ&n. 


Cssh call at Australian mi nin g group 


By Kevin Brown in Sydney 


PANCONTINENTAL Mining, 
the Australian resources 
group, yesterday announced a 
one-for-three rights issue to 
raise AS42m (US$31.80). The 
issue is intended to finance 
exploration and strengthen tbe 
company's balance sheet by 
retiring debt 

Mr Lindsay MacAiister. man- 
aging director, said Panconti- 
nental wanted to strengthen its 
overall position before deriding 


whether to increase capacity at 
Its Kunwarara magnesite oper- 
ation In Queensland. 

The proposed expansion 
would increase capacity for 
deadburn magnesia to 150.000 
tonnes a year from 100,000. and 
boost production of electro- 
fused magnesia to 36.000 
tonnes from 15,000. 

Mr MacAiister said Panconti- 
nental would require A920m 
over three years for increased 
exploration and evaluation of 
mineral prospects and a fur- 


ther A520m to optimise capac- 
ity at the mines and B«nHatw< 
facilities. 

Pancontinental said it would 
^jj £ ntrate ex P®“diture on the 
raddington/Kundana gold 
Western Australia, 
tne Tbalauga base metals oper- 
m Queensland, and the 
tantalum mine at Wodgina In 
Western Australia. 

J2“ company said about 
swan shares would be issued 
with acceptances closing on 
July 3. 
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INTERNATIONAL COMPANIES AND CAPITAL MARKETS 


Simint pins Wall Street hopes on Armani 

Haig Sunonian looks at the latest in a small group of Italian companies to offer shares to US investors 


G iorgio Armani, Italy’s 
best-known clothes 
designer, needs little 
introduction in the US, where 
faction-conscious buyers tend 
to snap up his creations. 

Whether fund managers act 
the same way towards Simint, 
the Italian clothing group in 
which Mr Armani has a 20 per 
cent, stake, is another matter 
given the lade of international 
interest in Italian equities. 

Sfonint is the latest in a tiny 
group of Italian companies 
which have given US investors 
the chance to buy their shares . 
via American Depository 

Receipts (A2?Es). Issuing ADRs 
Should make the. stock more 
attractive by saving US buyers 
the bother of going through 
the Italian market . 

In spite of roadshows in Bos- 
ton and New Took last week, it 
is probably too early to tell 
whether the operation has 


been a success. With the Milan 
bourse hitting new lows, senti- 
ment towards Italian shares is 
not at its brightest. 

Simint, mn by Mr Luca 
Ramella and chaired by Mr 
Francesco Micheii, the Milan 
financier whose Finarte group 
owns 20 pa- cent of its shares, 
has been reinforcing its link 
wife Mr Arman i white pinning 
its hopes on the US. 

Last September, Mr Armani 
announced the creation of a 
new chain of US shops, called 
Armani Exchange, or A/X for 
short. 

They aimed to concentrate 
on jeans and casual wear that 
were sold through Ms second- 
line Emporfo Armani chain, 
while developing new lines of 
lower-priced Armani-badged 
products. 

According to Mr Armani, the 
initiative was not so much a 
move downmarket as an 



Micheii: his Finarte group 
has 20% stake in Simint 

attempt to make bis apparel 
accessible to a new range of 
buyers. “We want to build up a 
clientele which lasts for fee 
future," he said. 


Simint is providing the 
means. The company produces 
Jeans, knitwear and childrens' 
clothes for fee Armani group, 
as well as casual and childrens' 
clothing for Moschino and Ver- 
sace, two other top Italian 
designers. 

The purchase in 1990 of Best 
Company and Marina Yacht- 
ing, two Italian clothing 
brands, substantially increased 
Simint's turnover, which 
should rise by about 11 per 
cent to almost L370bn 
($297 -2m) for the year ended 
April, 1992. 

Net profits should he in line 
with the L17.2tm made in 
1990-91. But Mr Ramella points 
out this year's figure includes 
allowance for the heavy sums 
ploughed into A/X. in the US. 

The new venture marks the 
first time Simint has invested 
directly in retailing, rather 
than just manufacturing. 


Although fee new stores will 
be closely identified with the 
Armani group, which will be 
responsible for design, layout 
and promotion, it is Simint 
which is providing the cash as 
well as making the garments. 

The first store opened in 
New York in December. A sec- 
ond is due to open in Santa 
Monica shortly, and a further 
four should he operational by 
late summer. 

Meanwhile, 16 A/X “shop in 
shops" have opened in big 
department stores, with a fur- 
ther four to come soon wife 10 
by late summer. 

Turnover had been very 
encouraging in spite of US con- 
sumers' reaction against cer- 
tain branded items, said Mr 
Ramella. Sales at the New 
York showcase store exceeded 
S2.1m by fee end of last month. 

The target is to sell $60m of 
goods in fee first year. 


That should rise in 1993, 
when there will be additions to 
the US chain and possibly 
some European openings too. 
The first AX outlet in Europe 
is scheduled to open next 
spring. 

Stimulating the interest of 
foreign funds is part of Mr 
Ramella’s efforts to have the 
company's ordinary and pre- 
fered shares, which yesterday 
closed at 1*1,660 and L2.S03 
respectively, re-evaluated. 

"News of fee A.X project 
didn’t particularly help our 
share price. Italian investors 
have a very negative view of 
such US ventures, it’s seen os a 
big risk, as many Italian com- 
panies have gone wrong in that 
market," he said. 

The ADRs, which mu being 
issued by Citibank, could be a 
way of interesting US investors 
and filling the gap left by Ital- 
ian institutions. 


Brazilian paper group plans to launch $ 150 m offering 


By Sara Webb In London and' : 
Tracy Co rrig a n ta Near York - 

THE first Brazilian issue In the 
international equity markets is 
due later this month, fee latest 

INTERNATIONAL 
EQUITY ISSUES 

la a steady stream of Latin 
American company issues. -. 

Aracruz Ceiulose, the pulp 
and paper group, plans to raise 
S3 50m. It w£D be followed in 
fee autumn by Telebras. the 
Brasilian taiyinw^ group. - 
Aracruz is expected to 
attract considerable interest 
from both the US and Europe, 
in spite of Brazil's reputation 


for high Inflation and record of 
political instability, especially 
when compared wife Mexico, 
the best developed of fee Latin 
American markets. 

Its supporters believe Ara- 
craz will be a success for two 
main reasons: emerg in g mar- 
ket investors are hunting 
around for new Latin Ameri- 
can stocks, and analysts are 

forecasting a recovery early 
next year in the pulp and 
paper sector. 

The company, which has a 
leading international position 
in the production of eucalyptus 
pulp, generates some 80 per 
cent of its revenues in hard 
currencies. 

The Aracruz initial public 
offering, consisting of 10 m 


American Depositary Shares, is 
he>ing lead wqmag Bri by Salo- 
mon Brothers. The interna- 
tional tranche will consist of 
&n ADSs, whSe 7m ADSs will 
be offered in fee US and^ Can- 
ada. The proceeds will be used 
to reduce short-tom cruzeiro- 
denominated debt. 

£n a separate development, 
fee international equity offer- 
ing for Telmex, fee Mexican 
telephone monopoly, was 
priced yesterday at S5S.I2S per 
American Depositary Share - 
the same as the last sale price 
in fee US. 

Although fee $1.4bn offering 
was Judged a success, demand 
from European investors was 
not as strong as expected and 
fee international tranche bad 


to be scaled back. Out of a 
total of 25m ADSs, only 8.65m 
of the original 9.5m in fee 
international tranche were sold 
and fee remainder were sold in 
fee US and Mexico. 

Investment bankers noted 
that international investors 
who had already bought Tel- 
mex at $27.25 in last year’s 
international equity offering 
saw little reason to increase 
their stake at $56,125 per share. 


Eoquirer/Star 
Group offer 

AN OFFERING in the US mar- 
ket last week gave a fresh 
twist to fee existing equity- 


linked structure and could 
prove to be an attractive alter- 
native to straight equity issues 
and convertible debt. 

Enquirer/Star Group, which 
publishes the National 
Enquirer and other US publica- 
tions, launched a $135m offer 
of zero coupon notes wife war- 
rants to buy 4.86m shares of 
the company’s common stock. 

The structure, designed by 
Salomon Brothers, prorides a 
similar pattern of returns for 
investors as Low Yield Option 
Notes (Lyons). 

Both structures have tax 
advantages for investors, but 
also offer cheaper funding for 
issuers as fee warrants are 
treated as paid-in capital and a 
greater portion of the implied 


interest is tax-deductible. 

While the Lyons structure 
typically includes a put option, 
allowing investors to demand 
early redemption of principal 
after five years, the Enquirer/ 
Star Croup notes have a five- 
year maturity. 

The company is buying war- 
rants from Boston Venture, a 
venture capital group which 
owns an equity stake in the 
company, and then s elling sim- 
ilar warrants to investors at a 
slightly higher price. As a 
result, the venture capital 
group is able to sell off its 
stoke at a higher price. 

The deal, which doses later 
this week, is two-and-a-half 
times oversubscribed, accord- 
ing to Salomon Brothers. 


Bank head urges 
market evolution 


By Richard Wmare 

A SINGLE European stock 
market for wholesale investors 
should develop through compe- 
tition between national mar- 
kets. not be imposed from 
Brussels. Mr Pen Kent, an 
executive director of the Bank 
of England, said yesterday. 

In the first detailed com- 
ments by a Bank director on 
EC investment regulation. Mr 
Kent argued strongly (hat 
rules from Brussels should not 
be allowed :o inhibit the devel- 
opment of London's interna- 
tional share market. "Imposing 
a solution could mean losing 
the benefits of diversity and 
competition.'' he said. 

His comments Were made at 
a conference in London, organ- 
ised by the Financial Times, on 
the international securities 
markets. 

Mr Kent said fea: fee ques- 
tion of stork market transpar- 
ency - the extent to which 
details of completed trades aiv 

published to the market - was 
central to the debate. He 
defended the lack of transpar- 
ency in London's share mar- 
ket, arguing tliat greater trade 
publication would discourage 
market makers from supporting 
the market. “Revealing more 
information, through publica- 
tion. will tend to help the less 
informed, but will also reduce 
the appeal of the market place 
to informed traders.” 

Also. markttmakiTb' quotes 
of fee prices at which they 
were prepared to buy or sell 
shares constituted a form of 
“pre-trade publication" which 
was in some ways preferable tn 
publication of completed 
trades, he said. 

it was better to have differ- 
ent publication rules m differ- 
ent EC states, rather timn to 


impose a single system. "The 
conflict is between real effi- 
ciency and fee appearance of 
fairness," Mr Kent said. 

His comments had received 
support earlier from Mr Fran 
tois Bacot, director general of 
Bacot-Allam. the French onu 
of SG Warburg and author of a 
report last year on the develop- 
ment of wholesale share trad- 
ing in Parks. "The permanent 
quotation of bid-uffer spreads 
and volumes provides all the 
necessary information" to keep 
investors informed, he said. 

Mr Bacot said that (he 
debate over EC regulation, 
which had pitted the UK and 
French against each other in 



CONFERENCE 


arguments over the ideal mar- 
ket system, failed tn recognise 
that different s> -stems suited 
different types of investor. 
-Instead of risking us tu chtn.se 
one or the otJier. wouldn't it he 
better to try and make them 
work together, since it is cer 
tainiy in the interest of the 
markets tu offer their members 
a large variety of trading 
systems," he said. 

Mr Brandon Becker, deputy 
director ul the market regula- 
tion division of the US Securi- 
ties and Exchange Commis- 
sion. launrlM>d n strung defence 
of immediate trade publication 
Transparency is exseitlul for 
investor protection, encourages 
investors to participate in a 
market and promotes open 
competition, he said. 


PAN-HOLDING 

■ SOTlElt AKONYMB 
LUXEMBOURG 


NOTICE OF ANNUAL GENERAL MEETING 

The ennui general meeting of shareholders of Pen- Holding SJL 
wffi be held at i a registered office at 10, boulevard Roosevelt, 
Luxembourg, at 3 pan. on June 1, 1992, for the purpose of 
causkfemig and votiognpon the following 

1. Acce pt ance of die Directors’ and Statmoiy Auditor's reports, 
approval of the financial statements for the year ended 
December 31, 1991. 

Appropriation of die profits, dedaration of a dividend for 1991 
and fixing of its date of payment 

Dis ch a r ge of die D ir ectors and of die Statutory Auditor for aO 

irtim n trimi Amiig lh» ywrr 1QQ1 

4. Re-election of Dsectots. 

5. rf flu* rw«»^ ^ t*»- y— ■ 1 QQ1 

6. Re-election of the Statutory Auditor. 

7. Determination of the Statutory Andhra's co mp ensa ti on for die 
year!991. 

The bearer shares may be deposited with any banking or financial 
m stianio i t agreed ty the compa ny . 

Depositary certificates must be received by the co mp any at Boire 
Postale Na 408, £^2014 Luxembourg, prior to May 27, 1992. 

No depositary certificate is required with respect to registered 
shams. 

The Board of Directors 
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The FT proposes to 
publish this survey on 

Jane 26 1992. 
This survey will be 
read m 160 countries 
worldwide, including 
India where it will be 
widely distributed. In 
Europe 92% of the 
professional 
investment 
community regularly 
read the FT. If you 
want to - reach this 
important audience, 
call 

Louise Hunter 
071 873 3238 
or Fax 071 873 3079. 


Duia nxrcr.Prqfasionai 
/mWnr Camanay mi 
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NOTICE OF REDEMPTION 

HMC MORTGAGE NOTES 2 PLC 

Class A Mortgage Backed Floating Rate Notes 
Due February 2015 

NOTICE IS HEREBY GIVEN to the holders of the Class A Mortgage Backed Floating Rale Notes Due 
February 2015 (the "Class A Notes"! of HMC Mortgage Notes 2 PLC (the "Issuer**) that, pursuant to die Trust 
Deed dated 23rd February, 1988 (the "Trust Deed"), between die Issuer and The Law Debenture Trust 
Corporation p.I.r. as Trustee, and the Agency Agreement dated 23rd February, 1988 (the "Agency 
Agree m ent"), between the Issuer and Morgan Guaranty Trust Company of Nnr York (the "Principal Paying 
Agent") and others, the Issuer has determined that in accordance with die Redemption provisions set out in the 
Terms and Conditions of the Class A Notes, Available Funds as defined in the T rrms and Conditions in the 
amount of £4,100,000 w3I be utilized on 28 th May, 1992 (the "Redemption Dale" ) to redeem a like amount of 
Class A Notes. The Class A Notes selected by drawing in lots of £100,000 for redemption on the Redemption Date 
at a redemption price (the "Redemption Price") equal to their principal amount, together with aevrued interest 
thereon are as foBaws: 

OUTSTANDING CLASS A NOTES OF £100.000 EACH BEARING 

THE DISTINCTIVE SERIAL NUMBERS SET OUT BELOW 
Bearer Notes 


two 

2016 

202S 

2034 

2082 

2155 

2162 

2187 

2189 

2202 

2211 

2221 

2287 

2353 

2358 

2424 

2429 

2495 

2522 

2526 

2648 

2695 

2696 

2700 

2713 

2715 

2730 

2745 

2762 

2790 

2830 

2837 

2875 

2913 

2943 

2951 

2970 

3055 

3184 

3212 

3239 






The Class A Notes may be snrrenderrd for redemption at the specified office of any or the Paying Agents, 
which are as follows: 

Morgan Guaranty Trust Company 
of New York 
Avenue Des Arts 35 
B -1040 Brussels, Belgium 


Morgan Guaranty Trust Company 
of New York 
60 Victoria E m ba n km ent 
London EC4YQJP 


Basques Internationale 
a Luxembourg S.A. 

2 Boulevard Royal 
L-2953 

1 jit wnh iHliy 


Morgan Guaranty Trail Company 
of New York 

Corporate Trust Operations Department 
Tellers and Mail Unit 
55 Exchange Place, Basement A 
New York, New York 102604023 


in respect of Bearer Claas A Notea. the Redemption Prior will be paid upon praaeulatfon and surrender, on or 
after the Redemption Date, of such Notes together with all onmatured coupon and talons appertaining thereto. 
Such payment wifi be made (i) in sterling at the specified office of the Paying -Agent in London or (5) at the 
specified office of any Paying .Agent listed above by sterling cheque drawn on. or at the option of the holder by 
transfer to a sterling account maintained by ihc payer wilb, a Town Clearing branch of a bank in London. On or 
after the Redemption Date interest shall cease to accrue on the Class A Notes which are the subject of this Notice 
of Redemption. 

HMC MORTGAGE NOTES 2 PLC 

By: Morgan Guaranty Trust Company 

at Printipul Pming.\sml 

Doted: 13th May, 1992 

NOTICE 

Withholding of 20% of gross redemption proceeds of any payment made within the United Stales u required 
by the Interest and Dividend Tax Compliance Act of 1963 unless the paying agency has the correct laxpoyer 
identifkatkm number (social security or employer identification number) or exemption certificate of the Payee. 
Phase furnish a properly completed Form W-9 or exemption certificate or rqmvuhmt if presenting your Class A 
Notes to the office of the Paying Agent in New York. 


These Notes have been sold. 

This announcement appears as a matter of record only. 



SOCIEDAD COMERCIAL DEL PLATA S. A. 

(CADELPLATA) 

Buenos Aires, Argentina 


9 %% Notes 1992-1996 
of SFr. 15 000 000.- 

Issue Price: 100% + 0,3% Swiss Tax on Negotiation of Securities 

The Swiss Francs proceeds of the Notes have been exchanged into 
U. S. Dollars under a currency and interest rate swap agreement 


Credit Suisse 


NOTICE OF REDEMPTION 
BY 

THE REGIONAL MUNICIPALITY OF 
OTTAWA-CARLETON 

To the Holders of Debentures U.S. $40,000,000 
14 3/4% Debentures due June IS, 1997 
Authorized by By-law number 75 or 1982 

NOTICE IS HEREBY GIVEN feat The Regional MiinicipsiJiiy of 
Ottawa-Carleton has elected, pursuant to paragraph 4(b) of the terms and 
conditions of the abovementioned Debentures, to redeem on June 15. 19^2 
all of its 540.000,000 14 3/4 Cc Debentures due June 15, 1997. remaining 
outstanding at 100^ of the principal amount of each Debenture plus 
accured interest to the redemption date. 

The Debentures should be presented and surrendered for payment 
accompanied by all interest coupons appertaining thereto maturing after 
June 15, 1992. at The Bank of Nova Scotia Trust Company of New York, 
One Liberty Plaza. New York. N.Y. 10006. U.S.A.. or at the option of the 
holder at the main office of the Bank of Nova Scotia. 33 Finsbury Square, 
London. England. EC2A IBB. the Kredicthunk S.A. Luxembourgeoise in 
Luxembourg or the Morgan Guaranty Trust Company of New York in 
Brussels. Belgium. 

The interest coupons maturing on June 15. 1992 should be detached 
from the Debentures and cashed before presentation. If such Debentures 
are presented for payment without all interest coupons appertaining 
thereto which mature after June 15, 1992, the amount of the missing 
unmatured coupons will be deducted from the principal amount due lor 
payment. All interest on the Debentures shall cease to accrue from and 
after June 15, 1992. 

The following Debentures previously redeemed have not been presented 

for payment. 

Debentures redeemed June 15.1990 
27369 

Debentures redeemed June 15,1991 

00010 00013 26893 26924 26932 26955 27584 27593 28179 
35436 35440 35441 35455 35457 


Dated this Thirteenth dav of May 1992 


J.C. LcBelle. Treasurer 


The Board of Management of DAF N.V., after prior approval of the 
Supervisory Board, has decided to pay. in respect of the period 
1 November 1991 - 31 December 1 991 , a dividend on the convertible 
cumulative preference shares amounting to NLG 4,375,000 in total, being 
NLG 0.35 per convertible cumulative preference share of NLG 5-00 and 
charge this against the resaves. 

On 1 dune 1992 this dividend will be available to holders of depositary 
receipts of convertfole cumulative preference shares to bearer, after 
deduction of withholding tax, through the intermediary of the institutions, 
where the dividend sheets of the depositary receipts were deposited on 
8 May 1992 at office dosing. 

The dividend will be paid to holders of registered depositary receipts of 
convertible cumulative preference shares on 1 June 1992, after deduction 
of withholding tax, to the bankaccount designated by them. 


Eindhoven, 13 May 1992 


ST1CHTING TRUSTEE DAF (STD) 
Administrator: 

Administratiekantoof van het Algemeen 
Administrate- en Trustkantoor B. V. 








IPMA urges EC to revise 
proposals for new rules 


nNA NC.AL TIMES WEDNESDAY MAY .3 

INTERNATIONAL COMPANIES AND FINANCE — 

> revise I Treasuries firm on rise in producer prices 


By Patrick Harverson 
in New Yurie and Simon 
London in London 


By Simon London 


LEADING Eurobond firms 
yesterday struck out at 
proposed European Commu- 
nity securities regulations, 
claiming that the new rules 
would drive securities business 
from the EC. 

The International Primary 
Markets Association, which 
represents new issue under- 
writers, called for substantial 
amendments to two proposed 
directives - the Capital Ade- 
quacy Directive (CAD) and 
Large Exposures Directive 
(LED). These lay down rules 
governing the amount of capi- 
tal which must be set aside by 
firms against securities hold- 
ings, including underwriting 
positions. 

IPMA commissioned Coopers 
St Ly brand Deloitte, the 
accountancy practice, to study 
the effects of the proposed 
directives on Eurobond under- 
writing. The study examined 
the underwriting business of 
seven firms over the course of 
last year. It concluded that the 
proposed EC rules “would 
require levels of capital greatly 
in excess of amounts currently 
committed'* by new issue 
firms. This would increase the 
cost of new issue underwriting. 

The report said that 


the proposed rules: 

• Do not allow a long enough 
"window" in which new issues 
can be sold to investors by 
underwriting firms before full 
capital adequacy requirements 
start to bite. 

A survey of seven leading 
underwriting firms found that 
in most Eurobond issues “a 
material balance" of securities 
remained unsold even 10 days 
after the deal was launched. 
The CAD allows only a five-day 
underwriting window in which 
concessionary capital rules 
apply. 

• Do not take account of 
hedging strategies which allow 
securities firms to limit inter- 
est rate risk. For example, a 
firm can hedge a long position 
of securities by taking an equal 
short position in the futures 
market. Such hedging activity 
is not recognised by the draft 
CAD. 

• Are too harsh on firmk 
which take a very large under- 
writing position, by acting as 
sole underwriter in a "block 
trade" of securities, for exam- 
ple. 

The LED was drafted to con- 
trol large loans made by banks 
and imposes a limit on loans 
over 25 per cent of the institu- 
tions' capital backing. 

The Coopers’ study argued 


that securities positions are 
less risky than loans exposure 
since the securities can usually 
be sold if the issuer runs into 
trouble. Hence the 25 per cent 
“hard limit" on securities expo- 
sures should not apply. 

The latest drafts of the two 
directives were circulated in 
April and are currently under 
consideration by EC govern- 
ments. 


• Meanwhile. Mr Geoffrey 
Fitchew, director general of the 
EC division preparing the regu- 
lations. said that a significant 
breakthrough had been made 
in negotiations in recent days 
over the capital adequacy 
directive. 

Member states, which bad 
pushed for strict limits on the 
underwriting risks investment 
firms could take on, have 
indicated that they are pre- 
pared to accepted less strin- 
gent rules, be said. This is con- 
sidered one of the main 
sticking points in the develop- 
ment of the directive, and is 
one of the main concerns of the 
bond market 

Mr Fitchew added that the 
directive, under discussion for 
the past four years, was enter- 
ing a critical phase and could 
be agreed within the next six 
weeks. 


US TREASURY securities 
firmed across the board yester- 
day after a modest rise in April 
producer prices left the mone- 
tary authorities with room for 
another policy ease. 

In late trading the bench- 
mark Si-yeas issue was up & at 
101g, yielding 7.855 per cent 
The two-year note was also 
firmer, up u at 100 V. . yielding 
5.154 per cent 

The morning’s inflation news 
was good, with the core pro- 
ducer prices index rising just 
0.2 per cent last month, a 
slightly smaller increase than 
expected. Analysts said that 
while the data was unlikely to 
trigger a cut in interest 


said monetary policy was 
unlikely to be changed until 
after next Tuesday’s meeting 
of the Fed's Open Market Com- 
mittee. 


GOVERNMENT 

BONDS 


rates, it did leave the window 
open for any easing if the Fed- 
eral Reserve felt inclined to 
provide the sluggish economic 
recovery with some additional 
stimulus. 

Although the consensus in 
the market appears to favour 
an interest rate cut. analysts 


■ UK government bond prices 
rose yesterday following the 
release of factory gate price 
data which suggested that 
inflationary pressures in the 
economy were weakening. 

The June gilt futures con- 
tract on Liffe, the London 
futures exchange, opened at 
98-18 and fell to 38.1 3 early in 
the session before the infla tion 
data was released. However, in 
the afternoon the contract 
traded up to S8J26 before set- 
tling back to close at 9&20. Vol- 
ume was light at 28,000 con- 
tracts. 

In the cash market, the 
benchmark 9 per cent gilt 
maturing 2011 closed at 98M. 
unchanged on the day, for a 
yield of 9.04 per cent 

Analysts were encouraged by 
figures for factory gate prices 
in April, which showed a 0.4 
per cent rise on the month, 
well below market expecta- 
tions of a 0.8 per cent rise. 

Prices rose at a year-on-year 
rate of 3.8 per cent, from >L5 
per cent in March, the largest 
monthly drop in this measure 


of inflation since 1983. How- 
ever, while the figures were 
encouraging, investors will be 
paying more attention to retail 
price inflation data due to be 
released on Friday. 


hbhirhMAHK GOVERNMENT bomdS 


■ THE GERMAN government 
bond market remained sub- 
dued yesterday, with most 
market participants waiting for 
the outcome of the current 
round of wage negotiations 
before committing funds. 

Yesterday. IG.Metall, the 
engineering and metal work- 
ers’ union, said that it would 
decide whether to ballot its 
65,000 members over strike 
action on May 18. 

The Jane band future on 
Liffe opened at 87.18, and 
drifted down to 87.10 by mid- 
morning, in line with other 
European markets. However, 
the future rose though the 
afternoon session encouraged 
by the positive tone of the US 
Treasuries market and closed 
at 87.22. Volume was again 
sluggish at 40,000 contracts. 

The benchmark 10-year 8 per 
cent Unity bond closed at 
100.17 for a yield of 7.97 per 
cent, unchanged from Monthly. 

The French government 
bond market consolidated the 
gains of the last week, with the 


AUSTRALIA 
BELGIUM 
CANADA ' 
DENMARK 
FRANCE 


FRANCE BTAN 
OAT 

GERMANY 

ITALY 

JAPAN N0 119 
No 128 

fCTHERLANOS 

SPAIN 

UK GILTS 


US TREASURY - 
ECU (French Qo vi) 


Rod 

Coupon Date Pft ” _ 

10.atw IMl g >04.3357 

~ BMP OBrill IQI-giSr 

8,600 tWQg W" 00 

9.000 11/00 lOt-gOO 

6 500 llflg 88.3300 

а. ooo oi /os too 1200 

12.000 02AJ2 88.7300 

TawToSSS «-7*» 

б, 400 03/00 104.8821 

tL2S0 02W2 Qfl-5600~~ 

naoo 01*02 1 C3 3300 

10.000 VIM 

9,750 08/02 103-28 

BJOO 10/08 W -22 

7.500 11/01 NH-31 

8.000 11/21 101-18 


w..m» TKM >9° W 


9 34 ».aa att 

880 8.78 "“mb 

Ul . ’ Iti 8© 

8 50 888 & 8 l 

"era SS aw 


868 tn 883 

~ 707 80* fa 

122ST izS 55 


598 STB 
5E7 648 


a_50Q 03/02 99.1200 


8.J0 8 38 MS 

~td56 i0frT~~WJ4 

“oas 9.31 9A3 

016 9.20 120 

904 0.07 m 

Tm FS us 

788 8 02 7.68 

Te3 TSi TaS 


London ckning 'New York dosing 

1 Gross {including withholding tax 81 12.5 per coni 
Prices* US UK In 32nds. others Ui dadmal 


Yields. Local iwui standard 
nayabw by non-rHhumt .1 

rSctwfcsi 0 MPA 1 XAS Prtoa Smou 


yield spread over the German 
market stable at just over 60 
basis points through the day. 
The 8 Mi per cent French gov- 
ernment OAT maturing 2002 
closed on a yield of 8£7 per 
cent, also unchanged on the 
day. 


■ JAPANESE government 
bond prices were firmer over- 
night in Tokyo, led higher by 
the strong performance of CTS 
Treasuries. 


However, in the absence of 
new domestic factors trading 
remained thin. Trading in the 
benchmark bond amounted to 
just Y112bn. 

The benchmark government 
bond issue No 129 actually fell 
on the day. closing on a yield 
of 5.60 per cent from 5.59 per 
cent at the opening. Analysts 
said that investors were 
staring to switch into longer- 
dated paper. The issue No 129 
matures in June 2000. . * . 


A$ deals feature while activity slows 


Singapore 
brokers in 
merger deal 


KFW issues Germany’s 
first ‘stripped’ bonds 


By Sara Webb 


SINGAPORE brokerage 
company J Balias Holdings mil 
take over the Singapore and 
Hong Kong offices of the bro- 
kerage Citicorp Vickers, 
Bloomberg re p orts from Bong 
Bong. 

As part of the merger deal, 
Citicorp Vicker’s parent Citi- 
corp will take a stake of about 
30 per cent in the enlarged JBH 
group and appoint three direc- 
tors to its board, Citicorp said. 

The current Citicorp Vickers 
subsidiaries in Hong Kong and 
Singapore will operate under 
the name Vickers Balias. 

Citicorp, which has not given 
any indication of the price of 
the merger, says that its Citi- 
corp Vickers offices in other 
countries will not be directly 
affected. 


By David Waller in Frankfurt 

THE Kreditinstitut fdr 
Wiederaufbau (KFW). the 
state-owned bank, has 
launched Germany’s first issue 
of “stripped" bonds. 

The DM200m issue was 
arranged by Metallbank. a 
Frankfurt merchant bank. The 
deal comprised of 8 per cent 
20-year bonds which were 
issued at a price of 101.25 yes- 
terday for a yield of 7.87 per 
cent. 

However, the interest pay- 
ments on the bonds have been 
“stripped" and repackaged into 
an issue of 20-year zero coupon 
bonds. 

The financing technique 
originated in the US Treasury 
market. Investors can choose 


whether to buy either the 20- 
year bonds in the normal way, 
buy the zero coupon paper, or 
buy the underlying bond 
without any entitlement to 
interest. 

The structure is designed in 
part to appeal to private inves- 
tors. who often prefer to buy 
long-dated zero coupon bonds 
on tax grounds. There is no tax 
to pay until these bonds 
are redeemed in 20 years 
time. 

The deal was launched with 
the permission of the Bundes- 
bank and the Frankfurt Stock 
Exchange. Market sources 
suggested that the Bundesbank 
itself, and larger German 
banks, would adopt this 
funding technique later this 
year. 


ACTIVITY in the international 
bond market slowed yesterday 
after Monday’s busy start to 
the week, with a handful of 
deals in Austr alian dollars and 
European currencies. 

Shell Australia and Coca 
Cola Amatil both came to the 
market with Australian dollar 
deals which were well-received, 
helped by the fact that the 
short-to-medium end of the 
market has been relatively 


ment Bank flADB) launched a 
DMSOOm 10-year issue with a 
coupon of 8'ya per cent and 
priced to yield 8.22 per cent, or 
10 basis points over the Sep- 
tember 1991 German govern- 
ment bond 

The LADB issue represents 
part of the bank's core funding 
and Deutsche Bank, the lead 
manager, said the bonds were 
bought mainly by domestic 


investors given that foreign 
interest in D-Mark issues is 
rather limited. The bonds 
traded at 99.80 - within fees - 
by mid-afternoon. 

In the French franc sector, 
SNCF launched a FFrl bn zero 
coupon bond, lead managed by 
Credit Commercial de France. 
The six-year bond is fungible 
with SNCF's earlier FFrlbn 
issue. It was priced to yield 8.67 


per cent, the same as the 9.5 
per cent OAT due 1998. but 22 
basis points over the level 
where the first tranche is trad- 
ing in the secondary market 
The bond was reoffered at 
the issue price of 58.60 and 
traded at 58^5-58.65 according 
to the lead manager. About 35 
per cent of the issue was sold 
to Swiss investors and 20 per 
cent to French investors. 


Barclays Bank 
downgraded 
by Moody’s 


INTERNATIONAL 

BONDS 


starved of new issues recently. 

Westpac, which lead man- 
aged Shell’s A$100m five-year 
bond, noted strong demand for 
Australian dollar bonds, saying 
that recent redemptions have 
left investors with Australian 
dollars which need to be rein- 
vested. 

The Inter-American Develop- 


NEW INTERNATIONAL BOND ISSUES 

Borrower 

US DOLLARS 

Amount m. 

Coupon K 

Prim 

Maturity 

Fees 

Book (Ubiiar 

Banco Nacional SA(c) 

100 

10^2 

98 932 

1994 

IV* 

Citicorp Ktv.Bk. 

AUSTRALIAN DOLLARS 
Coca-Cola Amatil{air 

75 

9% 

101 % 

1995 

A 

Westpac Banking Corp 

Shell Ausiralla{a)t 

100 


101 *4 

1997 

Hambroa Bank 

FRENCH FRANCS 
SNCF(b) 

Ibn 

zero 

58.60 

1998 

1 S/ 10 bp 

CrdLComm.de France 



Komrruininvest(a)f 

SWISS FRANCS 
Heleba[a)*»t 

D-MARKS 

IADBU)t 


1 Vi-15 Natwsal Cap.MWa, 


Swiss Volks bank 


Deutsche Bank 


**Priveite placement ^Convertible. OWItfi equity warrants. *Roat)ng rate not*, t Final terms. a) Non-caJlabta. b)1tm tranche. 
fungible with existing ibn issue. Non-callable. c) Coupon payable semi-annually. Non-coJIaMe. 


BARCLAYS Bank yesterday 
lest its last remaining triple-A 
credit rating when Moody's 
Investors Service, the US 
agency, downgraded- - its 
long-term debt to Aal, writes 
Simon London. 

Standard & Poor’s, the other 
big US agency, downgraded 
Barclays an equivalent level 
last year. IBCA, the UK agency 
which has specialised in rating 
firymrial institutions, followed 
suit in March. 

Moody's said that the trends 
which have eroded Barclays' 
profitability “could become 
steeper and more protracted 
than currently expected, if the 
pace of UK economic growth 
does not pick up during this 
year". 

Yesterday, Moody’s cut the 
long-term credit rating of 
Swiss Bank Corporation from 
triple-A to AAL On Monday, 
S&P said that its was maintain- 
ing its top rating of SBC debt 




MARKET STATISTICS 





Uifed are the Mast MemaUonai 1 


U4L DOLLAR STRAIGHTS 

ABN 9 1/894... 

ALBERTA PROVINCE 9 3/8 95 

AUSTRIA BI/2 00 

&WK0FT0KYD83/896 


Md BM 

200 105% 
600 1D8V 
400 105 It 


BELGIUM 95/898 

BKE73N9T .. 

BNP85/894 


100 203% 
250 110% 

$ IS* 
350 lfl & 


BRITISH GAS 8 3/8 99 

CARA0A 996 

CARGO 9 1/4 9b — . 

CCCE91/495 

COUNCIL EUROPE B 9b 

CREDIT FANCIER 9 1/2 99 ... 

DEN HARK 8 1/4 44 

DENMARK 9 1/4 95 

ECSC81N96 

EEC 8 1/4 96 

E1B73/496 


107% 
103% 
300 110% 

0 104* 

1 107 
193 104 

m 10 < 


E1B91/497 

ELEC DE FRANCE 998 

EURO C 8 ED CARO TST 994 

BIWFIMA9 1/496 

EXPORT DEV C0RP9J/29B. 

FINLAND 77/897 

FINNISH EXPORT 9 3/895 

FQ4DCAPITAL93M97 

GEN ELEC CAPITAL 9 3/8 96 

GMM9 1/896 

GUINNESS FINANCE 8 94 

ISM l/ITl FI* 7 3/4 94 

IND 8 K JAPAN FIN 7 7/897 

INTERAMER DEV 25/896 

IMIYB1/294.. 

JAPAN DEV BK 894 

RANSAI ELEC PWR 1096 

LTCBF1N8W 

NEW ZEALAND 9 94 . .. 

NIPPON CREDBK 10 3/B95 

NIPPON TEL & TEL 9 3/895 

ONTARIO 8 1/2 01. .. . . . 
ONTARIO HYDRO 11 5/B 94 

0 STER KONTROUSAHKa 1 / 201 ... 

PETRO-CANAOA 71/496 . 

QUEBEC HYDRO 9 3(4 98. 

0UEBECPR0V998 

SAINS BURY 9 1/8% . . 

SAS1099 

SaAB91f2% . 

2*F9I/29e 

STATE BPUISW 81(2 96 

SWEDISH EXPORT 8 318% 

TOKYO ELEC POWERS J/496 
TOKYO METROPOLIS 8 1/4 96 .. .. 

WORLD BANK 8 3/8 99 

WORLD BANKS 3)497 

XEROX CORFU 8 3/8 96 


250 103% 
1000 109% 


200 107% 
325 104V 
100 107% 
150 109% 
200 101 % 
200 107% 
250 107% 
300 108% 
200 104% 
200 103% 
200 103% 
200 101 % 
200 102 % 
1500 106% 
150 104% 
350 110% 
101 % 

— 106% 
150 108V 
200 107% 
600 102 % 
200 109% 
200 104% 


200 101 % 
1 » 108% 
200 105% 
150 106I- 
200 11 
500 108 
150 109 
200 103V 


1500 US 
1500 107S 
100 102 


ere is an jmmjuaw eeooneary market 
dig. 

Offer day Yield OTHER STRAIGHTS 
106% +% 6.43 BAYER1SCHE VERSUS INT794LFr 

{® COPENHAGEN T &8 5/8 96 Iff 

'•« WORLD BANK 8 96 Ur 
ihuI 5 j « ENEK1EBEHEER 83/498 FT 

id t% 704 UNILEVER900F1 

106% t% 572 ALBERTA. PROVINCE 105/896 CS 
104% +% 761 BELL CANADA 10 5/8 99 CS .. 

108% +% L 54 BRITISH COLUMBIA 10 96 <3 

U»% +% 798 QB101/898CS 

108% +% 6J4 ELEC Dt FRANCE 9 3f4 99 CS 
104% tv 697 FORD CREDIT CANADA 10 94 CJ 
110% +V 753 6ENE1KCAP1TAI 1096 0 

105% t% 587 KFW I NT FIN 10 01 C5 

107% +% 04 NIPPON TEL4TELM1/499CS 

105% +2 701 ONTARIO HYDRO 10 7/8 99 CS ... 

105% t% 6.91 SfSE^,^!tr^-W99C5 

US ft 55 SgS8®%£ 

107? t? 7J9 

105% ♦% 678 2f?¥f5125® ,6E “ 

i 0 L& tv 7.51 QB 10^7 Eta....' 

107% 7 95 UNITED KINGDOM 91/801 Ecu 

108% tv 697 OP AMERICA 12 1/4 96 AS 

105% tv 7 60 C0MU8K AUSTRALIA 133/4 99 AS. - 

IMlj t% 6 02 EK5P0RTFINAIC123/895AS 

104% 571 FUMFtlWLM 5(89445.. 

l£% *V TSQ MCDONALDS CANADA 15 95 AS 
ll3 t% bS NAT AUSTRALIA BANK 14 3/‘ " 

106% 1% IS STATE BK NSW 14 1M 99 AS 

104% 1% 563 UNILEVER AUSTRALIA 12 98 AJ 

U0% +% t.93 VOLKSWAGEN INTI IS 

M 2 % tv 7.S9 ABBEY AMTl TREA513 
106% t% 5.98 ALLIANCE 4 LEIC5 11 .’ 

109% *2 716 BRITISH GAS 123/495 

108% ♦% 6J1 BRITISH LAND 12 1/2 16 £ 

102% tv 814 DEUTSCHE BRFINU 94 £ 

109% 5« DBM 97 r 

105 +V 7.75 
102V *V 6 JK 

109% t% 7 93 LAND SECS 9 1/2 07 £ 

LOS t2 7 82 NORWAY 10 1/294 E 
U»% ♦% 7 42 ONTARIO 111/? 01 £ 

107 ♦% 878 SEVERN TRENT U 1/2 99 £ 

10B% *v 6 47 SXABICMNAVEKAEWX131/895E 
110 % I? 749 TOKYO ELEC POWER U 01 £ 

104% 1% 740 WORLD BANK U 1/4 95 £ 

Ufi% ♦% 6 79 ABBEY KATWMAlO 96 NZS 
106% *% 7.13 BNP1296NZS .. 

104% ♦% 70b CEPME 1095 Ffr 

106% t% 7.46 ELF-AQUITAINE l 
107% *v 694 EURAT0M7S«48Ff t 

103% 7 SO 


acting prices on A lay J 2 

aw. 


Bid Offer day Yield 


94% 95% 9.75 

98% 99% 

97 98 

102% 103% 

US 105% 

105% 105% +% 693 

106 106% +% 9.42 

103% 103% +V R96 
104% 105% +V 900 
U3V M4V +% 9.01 


British Funds 

Other Fixed Interest. 

Commercial, Industrial 

Financial & Property. 

Oil & Gas 

Plantations 

Mines 

Others 


101% 102% +% 9J.9 
103% 104% +% 8.86 


Rises 

Falls 

Same 

4 

54 

a 

1 

6 

8 

358 

329 

765 

168 

122 

502 

17 

19 

52 

0 

2 

7 

21 

41 

85 

44 

41 

43 

613 

616 

1.483 


flprido 


Jri 

Od 

tm 

Jri 

Oct 

Jm 

Qptta 


Her 

*1 

Nt* 

Me 


Nor 

AIM tjons 

600 

48 

68 

79 

12 

19 

23 

BAA 

600 

52 

65 

83 

1 % 

9 

14 

(*641) 

MO 

20 

40 

52 

35 

42 

45 

(*649) 

650 

14 

33 

50 

14 

27 

32 


700 

7 

Z2 

32 

*5 

77 

79 


700 

Ik 

14 

28 

53 

60 

63 

ASU 

25 

8 

ii : 

10 % 

2 

3 

4 

BAT tods 

750 

62 

80 

90 

2 

14 

22 

1*311 

30 

3 

7 

9 

3% 

5 

6 

1*8071 

800 

19 

43 

59 

12 

33 

42 


35 

3 

5 

6 % 

6 % 

8 

9 


850 

3 

22 

36 

47 

68 

7b 


CALLS PUTS 

■)■ Sq Bit J«i SM B|[ 

750 50 82 104 23 43 55 

800 25 55 80 50 68 80 


180 11 19 25 7 10 13 

200 3 9 16 19 21 24 


BrtL Airways 260 35 44 50 

F290 ) 280 22 S3 38 

300 13 23 29 


5 II 15 
13 19 34 
24 31 33 


& as 

1D4% 105 

101V 101 
98* 


SnKl Bet- 

don A 850 74 102 122 
<*895 1 900 41 70 90 

950 21 48 68 


BTR 460 30 46 53 1% 7 14 

1*488 ) 500 5 20 27% 16 23 31 

Brit Teton 330 1926% 31 2% 10% 13 

P3«7> 360 3 1016% 16 27 28 


90 11 16 20 J% 8 % 12 
MO 610% 15 9 13 11 


105% +% 0 . 0 c 

105V +% 8.94 

110% ♦% 8.85 

103% +% 839 


LONDON RECENT ISSUES 


iuv m% 

107% 108% 
103% 104% 
106% 107% 
104% HBV 
101 % 102 
102 % 102 % 
10L% 102% 


+% 839 
951 
+% iaw 

+V 8.42 
M7 - 
9JZ 

a .04 

+% 1027 
+% 9.77 
8.46 
9.96 
1034 
9.79 
-H 1J23 
9.83 


EQUITIES 


460 L 6 31 39 
500 4% 15 22 

240 24 28 32 
260 U 16 20 


British Steel 80 7% 11 12 


90 3 5% 7% 


16 28 37 
35 50 SB 
66 75 B3 
20 24 28 
50 50 53 

3 6 % 8 % 
10 15 17 

4 5% 8 

1011% 13% 


Cater Stf 460 35 50 59 1% 7 13 

1*493) 500 6 25 36 15 23 29 


MfeadK 390 15 35 47 12 20 24 

TO5) 420 6 % 19 30 31 37 40 

National 

Pom 215 U 15 - 5% U - 

P21BI 235 3 6 - 19 24 - 


eg Date ITI 0 Lou 


Net TTradGrtalP/E 
ON I Cor'd] YWd Ratio 


600 43 67 73 
650 17 39 47 


8 % 16 24 
33 40 46 


100 [fir 
- FJP. 


70 F.P. 
100 rj. 


30 FJ». 
no f.p. 


99 S7 

30 27 

423 376 

4 2 

36 20 

103 56 

72 63 

107 94 




101 % 101 % 

107 107" 
1B% 105 
106% U 
107% 107% 
1D4 104" 
68 * 


90% -% 10.90 


£10% F.P. 

- F P. ! 


36% M% 
161 119 


9.64 
9JB 
1038 
+% 1029 


•♦% 9.65 
+% 913 
+V 8.87 

a« 

+% 8.79 

-% 922 


- F.P. i 

- Ff. 

- F.P. 

- F.P. 

- F.P. 

1 15 FP. 1 


161 119 

£ 12 % £ 10 % 

^ Si 


Am table Smallu.. 

Do. Warrants 

Saccate li«l. IftFO) 

BrenWaUatWbtDSrt . 

PLetane 

Capital NsfeBUlts lp 

Fttnlna iK&CapmiK. 

Oe Unfa 

Do. Zoo Die. PI 

Forth Ports 

Lath An be & Asv. la ... 

M&GRnifeylnc 

Do Capital 

Do. Geared Units 


».1| -142 1 - 


8 75 3D 2B 153 


2J> - 16 

F4.73 - 6.9 

F4.73 - 5.9 - 


C& Wire 550 S3 70 81 

1*5921 600 22 40 S3 

Contuddi 550 46 64 74 

f*57%7 600 lb 33 47 

OnvUrtoo 460 51 58 70 

WOO) 500 24 34 47 


U 17 22 
32 40 43 


W55 3.6 1 46 8.0 


500 24 34 47 
360 33 47 54 


11 20 24 
37 44 48 
5 14 17 
18 30 34 


390 17 32 39 


U 19 23 
26 32 V 


Do. Padage Units ... . 
MulUinsi Warrants 


M0 F.P. 
585 F.P. 
- F.P. 


146 121 

106 « 


Mufti msi Warrants 

Plat/jcamA — 


F3.75 - 83 - 
F3.75 - 43 - 


WJ 2.7 1 4.0 16.7 


GKN 420 28 37 47 

1*429) 460 10 18 27 

Grand Ma. 475 37 48 - 

1*495 ) 500 a 33 44 


13 22 26 
37 45 48 


7% 16 - 

18 27 30 


662 614 

25 22% 


Waste Manuanthnl 
webatlRFB 


IX.I. 1350 80 105 142 

1*13781 1400 52 80 U2 


28 54 S5 
52 7b 83 


DEUTSCHE MARK STRAIGHTS 
ABN AMRO 8 1/296 
AUSTRIA 631499 

BHP8 1/401 

DE 11 Tsms FINANCE 7 1/2 95 

E1B53/498 

EIB63/4 99 . .. . 

EUR0F1UAB3/446 

FIRST INTERSTATE 5 3/4 9b 

INDBK JAPAN FIN 55/696 

INTEHAMERDEV90Q 

/SELW06 1/299.... 

LUFTHANSA INT FIN 57/898. . 
JJAT8K HUNGARY 10 3/4 98 
0UL86C HYDRO 8S/B01 
SWEDE* 6 1/898 
TURNEY 103/496 
WORLD BASK 015 
WORLD BANK Sift 96 
WORLD &WK83/4 00 


JOifffeto- SO 27 42 56 
1*554 ) 600 8% a 34 


18 30 37 
99 63 68 


500 99% 100% 

750 93% 93% 

200 100 % 100 % 


SWISS FRANC STRAIGHTS 
AOANOEVBANX610. 

AUSTAIA4S/898 

01080 £L£d«WERb3/40l 
COUNCIL EURO PE 4 3/4 98 

KC 5 1)7 00 
0061)298 

EUCK FRANCE 7 1/406 
FINLAND 5 318 95.. .. 

CfKUtAL MOrOSS 71/295 
JAPAN0£VBKS|/;94 

WBE63/e<a 

NEW ZEALAND 4 7)899 
QUEBEC HYDRO 50B 
WORLD BANK 503 
WORD) SANK 701 


1000 97V 97% 

400 90 % 90% 

600 90 % 91V 

400 101% 102 

M0 90 90 

300 104% 105% 
300 91% 91% 
500 89% 89% 

500 100 100% 

MO 100% 101% 

300 90% 90% 

500 100 % 100% 
2000 19% 20% 

,300 92% 92% 

1250 103% 104% 


-% 851 
8.03 

-% 820 
-% BM 
-% 738 
-% a.oe 
BJO 
-% 1024 
B.72 

+% 8.18 
8J5 
-% azo 

10.72 
B30 
-% 8M 
+% 10.64 
7.11 
-% 833 
-% 8.07 


FLOATING RATE NOTES! 
ALLIANCE 8. tBCSO 08 ti 
BANCO ROMA 


240 25 33 36 
260 13 a 25 


5% 12 14 
14 a 24 


BELGIUM 1/16 
BFtt-00296 

BNP 05 

BRITANNIA 1/10 96 £ 


Taco 

1*2837 

Thames 

Water 

f*4J9> 


FIXED INTEREST STOCKS 


Land Saar 420 30 37 44 
(*445 ) 460 7 17 23 


12 15 18 
37 38 40 


CITIZENS FED 01396 

CREDIT FONOER-1/1696 

DENMARK -1A 96 

ORESONER RNANCE 1/3298 DM . 
ELEC OE FRANCE 1/899 
FERR00ELSTAT94 
HAUFAX 1/1094 £ 

IRELAND 98 
ITALY 00 


Awrt 

Paid 

Latest 

Keane 

1992 

Sad 

Obsmj 

Price 

ito 

Date 

1 HW 

Low 


£ 

F.P. 

FJ>. 

FA. 

; 

15P 
! 12a 

1 55Vp 

; «8%p 

iRfltWribrVvRleUPrf '00/07. 

IoJVkM Itavttm Cm Pri »07/10.- 
1 & G Keeney Zao (Hi Prflp 

■s 

55%p 


330 13 23 29 
360 4% U 17 


14 17 a 
37 38 39 


LEEDS PERMANENT US 96 £| 
LLOYDS BANK 1/10 PgRPSJ 
MfTSUI FIN ASIA 1/8 96M 
RAT WEST FIN 3/16 051 
BEV)7£AiAHDl)896| 

RENTE 96 _.N 

SOO ETC SEMERALE %■ 
STATE BKVICT0«A0(B9| 


100 69 89% 

122 90 V 91% 

300 ^ 100 

250 89 89V 

100 90% 91% 


1 S 

100 u5 wflj 


-V 7.0B 
672 
6.90 
7.14 
6.97 
-% 6J9 


Sinsbn 420 30 42 51 

1*438 ) 460 10 20 30 

Sell Tran. 460 40 48 56 

f*48BJ 500 M V 34 

Sfartiouse 120 U 17 a 

(*125 ) 130 7 13 16 


8% 14 17 
33 35 38 


260 

88 

24 

27 

1 

11 

13 


1200 75 

115 152 

30 

54 

70 








(•1238) 

1230 47 

B5 125 

54 

77 

90 

600 

650 

33 

6 


70 

41 


12 

36 

19 

41 

l Voice 

16013% 

19 O 

4 

8 

4% 

54 

26 

3 

Z7 

(168) 

180 3 

913% 

15 

17% 

19 

220 

20 

24 

27 

1 

4% 

6% 







240 

4% 

U 

15% 

5 

U 

15 

P0«r 

18010% 

13 16 

4 

10% 

12 








(*184) 

.190 4 

9 12 

9 

16% 

18 

240 

5% 

13 

18 

3% 

10 

13% 







260 

% 

5 

10 

19: 

at 

25 

Sears 

90 9 

12 15 

2% 

6 

8 

220 

M 

30 

35 

5 

13 

IB 

(•95) 

100 3% 

7 10 

a 

10 

12 

240 

5% 

19 

24 

15 

24 

30 







M0 

U 

17 

21 

2 

7 

11 

Fone 

240 23 

21 27 




160 

2 

Ik 

11 

16 

18 

23 

(*245) 

260 4 

11 17 

19 

22 

26 








DwmEMJ 

850 39 

48 63 

U 

32 

38 

519 

32 

- 

- 

4% 

- 

- 

1*871 ) 

900 13 

24 40 

38 

63 

67 

550 

li 

34 

45 

15 

29 

43 

rse 

140 12 

15 18 



7% 

140 

17 

18 

27 

1% 

7 

10 

1*147) 

160 2% 

5 8% 

15 

17 

18 

160 

3 

8 

15 

«% 

18 

a 

Vaal Reefs 

30 5 

7 9 

2 

4 


240 

20 

29 

33 

1% 

5% 

10 

!*S52> 

60 1% 

3% 4% 

8% 

10 

U 

260 

6 

16 

22 

7 

13 

18 

Write** 

1000 6B 

108 138 

30 

51 

67 








nwu 

1050 40 

81 113 

55 

77 

88. 

650 

u 

43 

60 

10 

n 

VI 







700 

3% 

20 

37 

50 

53 

62 







460 

15 

30 

41 

4 

21 

Z7 

EUU FT-SE 

MBDt C272D 



500 

1% 

12 

24 

32 

4b 

48 

MUS 

May 199 
Jw 215 


280 

300 

7% 

1% 

18 

8% 

2S 

16 

6 

21 

11 

24 

lb 

27 

149 101 
168 123 

60 28 
85 50 

U> 

27 

2% 

12 

1 









- 146 

- 75 




420 

22 

29 

40 

1% 

15 

?0 

Sep 260 

- 180 

- 113 


67 


460 

3 

U 

20 

23 

40 

42 

Dec 320 

- 2«0 

- 180 

_ 


_ 

360 

16 

28 

41 

4 

13 

19 

Ma- 345 

- 275 

- 215 

- 

160 


m 

3 

13 

25 

21 

31 

35 

PUTS 











** i 

2 4 

9 30 

62 

102 

150 









7 9 

20 37 

65 

100 

137 

280 

Ja 

35 

Sw_ 

40 

Bee 

48 

Jib 

2 

8*a 

5% 

Dec 

7% 

5*9 22 

Dee 33 

1 1 1 

8£5 

- 50 

- 70 

- 80 


105 

119 


300 

330 

18 

4% 

* 

u 

» 

20 

bh 

24 

11 

28 

14 

30 

Mar 40 

- 7D 

- 100 


MO 



4% U 14 
ZZ 29 31 
4 8 10 


12 14 16 


30 1012% 14 1% 2% 4 

35 6% 10 11 2% 4% 6 

40 3 7 8% 5 7 8% 


RIGHTS OFFERS 


UNITED KINGDOM -1/9 96 
YORKSHIRE BS 1/10 94 £. 


100 95% 96% 

240 97% 98% 

200 S7% 87% 

100 76 76% 

150 85 85% 

600 102% 102% 


6.98 

7.21 

7.49 

8J9 

h.71 
728 
-% 7.66 


me AmML latest 

Price PM Row 

P ap DM 


Trafalgar 140 20 28 31 

1*151 ) 160 10 17 a 


7 11 U 
17 a 26 


CONVERTIBLE BONDS 


BURTON GROUP 43/401 £ 
mm in >111111 ii W 


GOLD KALG0QRUE 7 


yen STRAIGHTS 
AUSTRIA* 3/494 
CREDIT FDNOER } 1/4 94 

KNUARK79S 

EIB4S/B94 

|IEC DC FRAIN^55/896 

FINLAND 6 3)4 *6 . _ 

INTER AMER0EV71M 00 
KANSAJEIECPWR45/B94 

NIPPON TELA TEL57/B 96 

N0RY.AY5D895 
S«CF63)400_ . 

SWEDEN S S/8 45 
WORLD BANK 63/4 00 


99% 100 

100 100% 
104% 104% 
ZOO 100% 
100 % 100 % 
103% 103% 
108% 108% 
99% 99% 
101% 101% 


100 100% 

105% 105% 
100 % 101 % 
106% 106% 


f% 4.89 
5.24 
5.17 
4.62 
+% 558 
+% 5.75 
■u, 895 
510 
554 
+% 5.12 
+% 5B3 
5.41 
+% 5.73 


KAWLEY602PREF 
HII4SDOWN4 1/202 £ 


iiiiin 1 i|iM 
MITSUI BANK 25/8 031 
|M0(nimSrtFIN6i/Z97 


SMITH & NEPHEW 4j 
SUM]T0EM8ANK3| 
TEXAS WSTRUMEsfl 
THORN EMI 5 3/4 04 C| 


Canr. 
ml price 
U0 2J8 
250 86 

300 50.67 
6& 10SM 
500 2J875 
400 19.1 

150 3.97 

84 6.72 

90 5.64 

200 2332.6 
WO 2283 

85 39D77 
200 13018 

90 L775 

300 36069 

28 B 


Bid Offer 

-31% 133% 
.01% 102% 
99% 101 


| nh I J/r r ran / wjjim 1 umax .. 1 

63 I NO I 12/6 I 21 em I 4pm I taorttiMfJ —--.-I 4pm I -1% 

> Amai bed dMdend. bFlguns based co prassecte ell rates, d DMdmd rate paM vt pPfMe ns Brt rt apluL 
rtr based on dhrMmd o« Full capital. 4 Astnted tMdod aod yW- R EartUngt tesed m irtSnton .tom. » 
matt v ttiaaua anolisedlhMM rate, cm bated on ntrioei wrt eamUtB. a GmMM. F DtrWend 


UULBUcbR) 390 40 50 35 

P4191 420 19 30 36 

U«W 950 40 64 84 

<*955 > 1000 18 42 56 


4 9 12 

14 a 24 


B«Ur 360 32 40 48 4 11 14 

1*385 1 390 12 20 30 14 25 28 

420 4 10 18 38 45 48 
WoeCWJe 260 17 26 32 7 12 18 

(*267 ) 280 7 lb 23 18 24 29 


DIDOC C2T21) 

- » »50 2708 27U 2» MSA 2HR 

«US 

“WJ75129 83 43 15 4 1 - 

Ji* 19? lfl Kg u 17 7 * 

** 213 l£i& 12fl 90 Tft 2 J 12 

30 IS 149 P S’ £ 39 a 

- *0 - 190 - 1» - « 


25 33 <0 
60 64 67 


Brtlldi Gas 24016% 24 27 3% 610% 


2 6 16 44 ua ua , 
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Midland chief 
cases Hong Kong 
fears over offer 
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By Simon Davit* 

In Hong Kong • 

A PRESENTATION yesterday 
by Mx' Brian Pearse, chief exec- 
utive of Midland Rant, to Hong 
Ktmg's hwartment community 
has.restiltedlnagrowiitgsense 
that the Hongkong and Shang- 
hai Banking Cotporation's bW 

for Mfrt faint can succeed arwf ‘ 

that it would benefit the bank- 
ing group. 


well with the Hongkong 
Bank”, said Mr Peter Philips, 
p ortfolio manager at Fidelity 
International Investment Man* 


”1 cant think there will be 
enough opposition to block It 
Given the dispersion of share* 
holdings, if there was any 
opposition to foe bid, we would 

have felt the grounds well by 

now," be said. 

Fund managers said the 

meeting provided reassurance 

few revelations. - that Midland’s 

But Mr Pearse MJdfetod Bank wfil appeal oa earnings cycle 
provided reas- Friday to * hearing of the foB was in a strong 
suran.ee to c on a ril of Ae Takeover Panel recovery phase, 
HSBC . share- foBowieg yesterday^ rtffttt by while Lloyds 
holders, in his the panel’s executive that Mid- Bank 's interest 
commitment to bad dmdd provide Lloyds with in had 

the merger and, f?nilBfI ali ^formation it has already helped 
his view that ?* ie * d y. 3™“* <o Hongkong and persuade ana- 
the connter-bid Shaiqghai B an kin g pxporatfcm. j ysts HSBC 
by Uoyds Bank ■ — ' ■ could be on to a 


stood little chance of placing 
the scrutiny of the Monopolies 
and Mergers Commission. 

*Tf the exercise was desfgned 
to get Hongkoa g Bank share- 
holders to look at this deal 
favourably, then I flunk they 
achieved this purpose”, said 
one research director who 
attended the meettag. 

There bad been considerable 
initial scepticism towards the 
deal from Hong Kong inves- 
tors. They were opposed to the 
dilution of high growth south- 
east Asian earnings through 
the- acquisition of a European 
hank Suspicions remain as to 
foe real benefits of global 


. “The arrival of Pearse has 
helped devidop an understand- 
ing ;io£ Midland by Hong Kong 
investors. It also shows he is 
keen and it shows he gets on 


good deal. The HSBC share 
price reacted favourably to the 
Pearse presentation, climbing 
25 cents to HK$4L50. 

The main concern in Hong 

Fon g wmydvi" ♦!*» p oftgfhnft-y of 

the bank being forced to 
sweeten its offer. This will 
dearly depend on the existence 
of concrete alternative bidders. 

But analysts took encoorage- 
.mentfrom the comments of Mr 
John Gray, HSBC's deputy 
chairman, who also attended 
the meeting. Mr Gray would 
not directly discuss the possi- 
bility of a higher offer, but he 
pointed out that such a move 
would be likely to hurt foe 
HSBC share price. This would 
lower the value of the offer for 
Midland, which has now risen 
to 422p„ compared with 378p 
when the offer was announced 
on April 14. 


Hopes of savings may 
be over-optimistic 


By Robert Paston 

THE HOPES of Lloyds and 
Hongkong ynfl Shang hai Bank- 
ing Corporation, of making bog 
Immediate cost savings if 
either of them buys Midland 
Bank may h« Jirof^itimtetiK 

That is the. implication of a 
detailed, study pf European 
bank mergers by .Salomon 
. Brothers,- the US 
investment bank, 
and. Mr Steven 
Davis, the banking 
consultant - 'and 
founder of Davis 

Internat ional. 

Mr Bavis argues, 
on the basis of an 
investigation of 
nine mergers 
involving . big 
European banks, 
that shareholders in those 
banks have benefited only 
. modestly from post-merger 
cost cuts. 

He says: “While many Euro- 
pean merger partners have 
largely, achieved targeted 
savings in staff, branch num- 
bers and overall expense lev- 
els, we believe that most if not 
all of those economies amid 
' have been obtained without 
the merger.” 

The combination of Alege- 
mene Bank Nederland and 
Ame rstdam-Ro tterdam Bank, 
which was announced in 1990, 
was in one sense a model for 
Lloyds' -proposed bid. It 
involved the merger of two of 
the Netherlands biggest 
banks, of roughly equal size, to 
create by far the largest Dutch 
now called ABN Amro. 

Mr Davis highlights two 
hitches In ABN Amro’s 
atte mpts to moke cost savings. 

It-, did "not want to make 
forced redundancies, so was 
forced to pay more than proj- 
ected in voluntary severance 
packages. Lloyds has also said 
that it hopes not to make 
forced redundancies in meeting 



THE BATTLE 
FOR MIDLAND 


its target of reducing staff 
numbers at the combined 
banks by 20,000. 

Potential redundancy costs 
are less of a concern to Hong- 
kong Hawk, gineft it ban rela- 
tively small operations in the 
UK and therefore would be 
unlikely to shed staff in great 
numbers. . 

ABN Amro also encountered 
problems in link- 
ing the computer 
systems. It is 
unlikely to unify 
the administration 
or back office 
systems till late 
1994. This is rele- 
vant to both Hong- 
kong Bank and 
Lloyds, since both 
hope to make 
savings by unify- 
ing their computer systems 
with Midland's. 

As a result of such redun- 
dancy costs and systems prob- 
lems. Mr Davis is “not optimis- 
tic about the possibility of 
realising significant net cost 
savings [at ABN Amro] in the 
near future”. 

Mr Davis also argues that 
mergers tend to work better, in 
terms of generating additional 
profits, if the managers of one 
bank become, the dominant 
force in the combined banks. 

A failure to eliminate manag- 
ers is costly in itself But a 
multiplication of managers 
often also leads to delays in foe 
process of malting decisions on 
how to reorganise and reduce 
overheads. 

Lloyds Bank has to date not 
spelled out Us proposals for top 
management Hongkong Bank 
is planning to retain most of 
Midland’s senior directors, who 
would run Midland as an 
autonomous subsidiary. 

However, Hongkong Bank’s 
directors would fill the senior 
positions in the parent com- 
pany and therefore play the 
dominant role. 


Hongkong chief says ‘no 
material’ redundancies 



By David Owen 

■ HONGKONG AND. Shanghai 
pnriking Corporation intends 
jjvQnng “no material" compul- 
sory redundancies should it 
succeed in taking over Midland 
■Bank according to Mr William 
-Purves, chairman. 

: In a private letter to Ms Mar- 

fade Mowlam, Labour’s corpo- 
rate and City affairs spokes- 
woman, Mr Purves also said 
- that Midland management 
would he. “very much as ft * 
,• today” albeit with the addition 
,of. “a number of executives 
who know the HSBC group 
well" 

These additional managers 
would “help to ensure that 
: synergy benefits are Qihddy 
thieved." Midland’s “highly 
saecttve” rationalisation of its 
rhninch network would con- 
.;tSnze under its own manage- 

JStoyds Bank, Hongkong's 
iiral for Midland, has also said 
mt lt plans no compulsory 




redundancies while admitting 
that 20,000 job cuts might be 
necessary. 

Bifu, the banking union, has 
claimed that a Lloyds takeover 
would jeopardise at least 30,000 
jobs as the bank brought its 
combined staffing level down 
to that of their remaining com- 
petitors. 

Mr Purves, who is due today 
to meet with Conservative 
backbenchers, was complimeb- 
tery about Midland’s manage- 
ment in a number of areas, 
saying he had been “personally 
impressed” by their record of 
innovation. 

He sought to emphasise how 
four years of cooperation bad 
resulted in Hongkong Bank 
and Midland becoming quite 
famili ar with each other’s 
operations. 

“The banks know each other 
very well. We have been work- 
ing together for four years now 
with cross secondments of 
senior people between both 
banks." . 
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Fenner falls 38% to £2.3m and halves pay-out 


Evode sells 
part of shoe 
business to 
cut debt 

By Peggy HolDngur 

EVODE, the adhesives, 
sealants and coatings com- 
pany, moved to strengthen its 
balance sheet with the 
awnnrmrwTwrrf yesterday that 
it is seUiug. for £lL9m, the 
shoe components business 
acquired as part of its 
protracted bid battle for 
Chamberlain Phipps in 1388. 

Mr Andrew Simon, chair- 
man, said foe proceeds would 
he put towards the group's 
debt which was £46nz at the 
end of September. On a pro 
forma basis, Evode would have 
gearing of about 61 pa* cent 
after foe sale, he said, com- 
pared with 78 per cent in Sep- 
tember. 

The decision to sell was due 
to foe sharp slowdown in foot- 
wear sales and the aim to 
focus an adhesives and coat- 
ings. The division represented 
about 30 per cent of the origi- 
nal Chamberlain business with 
safes of £48m and profits of 
£L.7m for the year to Septem- 
ber 28. 

The business has been sold 
to Mr Dan Sullivan, a US 
investor, and Legal & General 
Ventures. Same £9.7m will be 
paid in «k 1 i 


By Jam Fuller 

THE ABSENCE of a recovery 
in its UK businesses led Fen- 
ner, the engineering group, to 
halve its interim dividend and 
to warn of a similar cut in the 
final payment Its share price 
fell Up to 86p yesterday. 

An uncovered dividend of 
1.75 (3.45p) was announced 
alongside a 38 per cent fell in 
pre-tax profits to £ 2 . 28 m 
(£3.7lm) for foe six months to 
February 29. 

The UK part of the business, 
which accounted for about 40 
per cent of the £97.7m 
(£2 00.5m) turnover, incurred a 
loss after interest. This aggra- 
vated the problem of unre- 
lieved ACT and the tax cate 
rose from S3 per cent to 62 per 
cent 

After a minority charge of 
£685,000 (£728,000), mainly 


By Richard Gourtay 

HOLMES PROTECTION, the 
DS security company, yester- 
day said it had improved the 
terms of a restru ctu ring agree- 
ment with its lenders and 
expects to announce a crucial 
S37m (£2lm) share issue next 
mon th 

The company, which does 
most of its business in the US 


relating to the 50 per cent- 
owned South African subsid- 
iary, pgrnfngg per share fell to 
0.41p (2J6p). 

Mr Peter Barker, chairman, 
said power transmission had 
been worst hit by the UK reces- 
sion. 

Other UK companies were 
profitable, includi n g conveyor- 
belt manufacture which had 
been concentrated on Hull 
after a closure in Scotland. 

A further 5 per cent of the 
UK workforce had been made 
redundant, bringing the total 
cut to 20 per cent - well over 
400 jobs. Altogether cost cut- 
ting moves had knocked 

£800,000 off operating profit. 

One of the group's priorities 
was to enhance UK earnings, 
for Instance through acquisi- 
tions offering rationalisation 
opportunities. 

About 85 per cent of the £4m 


but has a London quotation, 
first agreed a res t r u ct u ring in 
February with seven North 
American institutions which 
are owed $70 ,5m on loans now 
in default. 

New management, under the 
chairmanship of Sir fan Mac- 
Gregor, former chair man of 
British Steel, still has to raise 
at least 627m through the 
share sale in order to remain a 


(£5.63m) operating profits were 
made overseas, with South 
Africa a star performer. Profits 
held up in North America, 
where the Quid power subsid- 
iary had a record order book. 

In continental Europe, deter- 
iorating demand in France and 
Germany had bad an adverse 
effect on foe UK factories. Aus- 
tralia was undergoing its thir d 
depressed year. 

Net debt rose from £38.5 m 
last August to £38m, gearing of 
about 60 per cent. Interest 
costs were nearly £2m (G37m>. 

• COMMENT 

Fenner is showing all the signs 
of being squeezed for cash. 
Halving the dividend will save 
£2.5m this year and capital 
spending has been cut from 
£6 .5m to £4m, two thirds of 
depredation. Interest cover has 
shrunk to roughly L5. if you 


going concern. 

The new deal involves the 
lenders swapping their debt 

into a minimum of 19 per cent 
of the equity in return for yahn 
raised in the share sale. 

The earlier agreement envis- 
aged lenders taking 15 per cent 
in return for a payment of 
$33 An. 

The new structure will give 
Holmes on additional $5m of 


leave out the so per cent of the 
South African business that it 
does not own (South Africa 
accounted for nearly half of 
operating profit). Year-end 
gearing will still be near 60 per 
cent. In terms of trading, the 
most encouraging area is 
North America. In the UK. 
demand in the capital goods 
sector remains depressed and 
Fenner will not be an early 
recoverer. Meanwhile, conti- 
nental Europe and South 
Africa are deteriorating. A fall- 
year pre-tax profit forecast 
or £4 JSm leaves the prospective 
p/e ludicrously high after big 
tax and minority charges. It 
still looks high on a £7m fore- 
cast next year. Dividend sup- 
port? A halved total gives a 
prospective yield of 6.B per 
cent, above the market but not 
sufficiently so to give cast-iron 
support. 


working capital and was good 
for shareholders, said Mr Eric 
Kahn, chief executive. 

Tbe seven lending Institu- 
tions have also agreed to sub- 
scribe up to $}0m of the $37m 
share issue if necessary, which 
would leave them with a 40 per 
cent stake in Holmes. 

Under the new dc-al. lenders 
will also hold unquoted war- 
rants equivalent to 5 per cent 



Peter Barken UK business 
Incurred a loss 


of foe enlarged capitaL These 
can be exercised at the issue 
price after 11! months. 

Smith Barney Hants Upham, 
the US securities house, is act- 
ing us agent for the US private 
placement; Peel Hunt is acting 
os the company's stockbroker, 
and Brown Shipley, the Lon- 
don Merchant bank, Is sponsor- 
ing the deal which still 
requires shareholder approval. 


Holmes Protection improves restructuring terms 
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3 Months 
to 31.3.92 
Estimated 
£m 

3 Months 
to 33.3.91 
Estimated 
£m 

General Premiums 

853.9 

780.2 

life Premiums 

165.1 

104.0 

Net Investment Income 

97.1 

84.5 

Underwriting Loss 

(129.6) 

(162.2) 

Loss before Taxation 

(29.2) 

(74.7) 

Loss attributable to Shareholders 

(23.6) 

(58.8) 

Earnings per share 

; 

(5.4p) 

(13.6p) 
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'^yjrith outstandin^jfes ; ults in Canada, Ireland and throughout 
%he Padfie ^ r ^ 

* groi^^tae operations. ; 

Strong growth in net investment income - up 8.6% . 

Current solvency margin 42%. 

Improving trend expected to continue. 


Nelson Robertson, Chief Executive, commented: 

"We are confident that our recovery is well under way 
and that it is soundly based" 


General Accident pic 

General Accident pic, World Headquarters: Pitheavlis, Perth, Scotland PH2 ONH 
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Chink of light but shares marked down 9p after profit taking 

GA cuts first quarter loss to £29m 


By Richard Lapper 

THERE WAS a chink of light 
for the UK's beleaguered gen- 
eral insurance sector yesterday 
when General Accident, the 
third biggest of the UK's com- 
posite companies, showed a 
reduced pre-tax loss for the 
first quarter. 

Losses for the three months 
to March 31 amounted to 
£29_2m, slightly ahead of expec- 
tations and an improvement of 
£45.5m compared with the 
same period of 1991. 

This was "a move in the 
right direction by anybody's 
standards, " said Mr Nelson 
Robertson, chief general man- 
ager. 

GA’s satisfaction was 
marred, however, by the 
response from the market 
which marked the shares down 
9p to 4S9p, a fall which largely 
reflected profit taking by trad- 
ers after a strong performance 
by the shares over the last 
month. 

First quarter losses per share 
were cut to 5.4p (I3.6p). 

Underwriting losses were 
down 20 per cent to £ 129.6m 
(£1 62.2m), with losses in the 
UK down by nearly a third to 
£(&2m (£KL8m). 

The underwriting improve- 
ment reflected a series of pre- 
mium increases over the past 
IS months and comparatively 
light weather-related 
losses. 

A decline In subsidence 
claims and the impact of pre- 
mium increases reduced losses 
in the UK homeowners’ sector 
to £7.8m (£20 .9m). Commercial 
property losses also fell to 
£9.7m (£21. 7m). although the 
London bombs of April 10 and 
11 will cost a further £6m in 
the second quarter. 

Rising claims costs in motor 
business are holding back 
improvement in the UK motor 
sector, where underwriting 



Nelson Robertson: a move in the right direction by anybody's standards 
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losses amounted to £26.5m 
compared with £32m a year 
earlier, despite heavy premium 
Increases during the past 12 
months. 

Investment income was up to 
£110.4m <£lG2.7m) and, adjusted 
to take into account interest 
paid, to £97.1m (£84. 5m). 

Estate agency losses were 
down to £4.5m (£5 .2m) and 
profits from life businesses 
emerged slightly lower at 
£7.8m (£8m). 

The group's financial posi- 
tion has also improved margin- 
ally over the first quarter. Net 
assets per share amounted to 
317p (as of May 8), up lp on the 


316p recorded at the end of 
199L The solvency margin (the 
yardstick measuring net assets 
as a percentage of non-life pre- 
miums) was down marginally 
at 42 per cent (42.6 per cent). 

• COMMENT 

After over a year in the dol- 
drums. the last few weeks have 
seen the composites outper- 
form the market by 15 per cent, 
a performance bettered only by 
the more obviously politically 
sensitive water stocks. 
Although there is some con- 
cern that the shares are now 
trading at too high a premium 
to net asset value, most ana- 


lysts were inclined to attribute 
yesterday’s fall simply to profit 
taking. The results indicate 
that the general insurance sec-' 
tor may be entering a recovery 
phase in its traditional cycle 
with recent premium increases 
feeding through into improved 
underwriting results. GA. 
which has only a minimum 
exposure to domestic mortgage 
indemnity business, is - bar- 
ring major accidents - well 
placed to benefit. It appears 
bound to significantly reduce 
- and possibly eliminate - its 
pre-tax losses this year. The 
figures are also encouraging on 
the dividend front 


Union Inti 
gets closer 
to agreement 
on debt 
standstill 

By Peggy Hollinger 

UNION International, the 
heavily indebted trading arm 
of the private Vestey Group, is 
patting the finishing touches 
to a standstill agreement on 
£35 Om debt owed to some 70 
banks. 

Mr Paul Taylor, the former 
Lonrho executive who joined 
as Union's finance director in 
March, said yesterday that the 
group was “a long way down 
the road” to completing the 
agreement. 

The standstill, expected to 
be announced in July along 
with 1991 results and a ration- 
alisation programme, would 

run to December 1994. 

The Vestey family - which 
controls the Vestey Group, one 
of the UK’s largest private 
companies - will provide an 
injection of more than £35m as 
part of the agreement Mr Tay- 
lor said, but no more. Union 
has had to give the banks cer- 
tain covenants, such as the 
disposal of assets. Several 
asset sales were under way, 
Mr Taylor said. 

The announcement last 
week that 600 of its 1,006 
Dewburst butchers shops were 
to be sold formed part of the 
disposal programme. However, 
the announcement bad also in 
part been prompted by the fact 
that the 600 shops were incur- 
ring Josses. 

He said Union had also dis- 
covered possible fraud - 
amounting to between Elm 
and £2m - at one of its busi- 
nesses. 

Some of tbe money had been 
recovered and Union was con- 
sidering legal action. 


N America restrains overseas 
growth for Marks and Spencer 


By John Thornhill 

MARKS AND Spencer’s 
international businesses 
recorded a mixed performance 
in the year to March 31 with 
good growth from mainland 
Europe and south-east Asia 
being offset by another weak 
performance from North Amer- 
ica. 

But the bulk of the group's 
business is still conducted in 
the UK where sales suffered as 
a result of the recession, slip- 
ping by 0.6 per cent to £&92bn. 
Turnover from clothing and 
general sales fell 2.4 per cent to 
£2.7bn with the food division 
rising L7 per cent to £2£2bn. 
Operating profits rose from 

£603.1m to £638 .7m. 

The company provided fur- 
ther details of its retrenchment 
in Canada where it was reduc- 
ing its stores by 31 to 42 at an 
exceptional cost this time of 
£30 m. 

Earlier this month, M and S 
announced it was in talks to 
dispose of its Peoples Division. 
A £13. 8m extraordinary provi- 
sion was made on the antici- 
pated loss on the disposal, writ- 
ing off a further £l6m in 
goodwill. 

M and S had previously 
wrote off goodwill in its 
reserves. This year's provision 
in its profit and loss account is 
to comply with new accounting 
procedures. The company 
stressed this would have no 
additional impact on cash flow 
or reserves. 

The Brooks Brothers chain 
in the US and Japan, which 
has struggled in the face of 
tough retail markets in North 
America, lifted profits from 
gll.lm to glB^m (£10 j 2m). 

Brooks spent £6m in capital 
expenditure and shut one store 
while relocating two others. 
Another seven outlet stores 
will open by mid-year although 


St7?tic/iael 


RESULTS FOR THE FINANCIAL YEAR 1991/92 


INCREASED PROFITS 
AND IMPROVED 
PROFITABILITY 
IN SEVERE TRADING 

CONDITIONS. 


Group profit (before exceptional charges) up 6% to £670m. 


Group operating profitability up from 11.0% to 11.7%. 


European sales up 30% and profits up 26%. 


Costs tighdy controlled. 


Record capital expenditure - 770,000 sq.ft, added. 


Dividend per share up 6%. 


Action taken on Canada. 


Copies of the report and accounts for 1991/92 will be mailed to shareholders from 22nd June. 


Brooks warned that its Japa- 
nese offshoots were beginning 
to detect signs of a weakening 
economy. 

The 17-store Kings Super- 
markets chain in the US spent 
£7m in capital expenditure but 
its gpipR and margins suffered 
from competitive discounting. 

Sir Richard Greenbury, 
and chief executive, 
said: “Things are beginning to 
improve but there will not be 
any quick fix in America. It 
will take between three and 
five years." 

The emphasis on overseas 
expansion is increasingly being 
directed at mainland Europe, 
where the number of stores 
increased by five to 17 with 
Nantes, Toulouse, Liege, 
Amsterdam and Seville being 
added to the list. Yesterday the 
company opened another store 
in The Hague in the Nether- 
lands. 

Mr Keith Oates, finance 
director, said the company was 
continuing to see productivity 
improvements in both stores 
and head office. "We have not 
only increased our profits but 
also our profitability,” he said. 

The company spent £305m in 
capital expenditure last year of 
which £227m was in the UK 


and the Irish Republic. About 
£4im was applied to upgrading 
computer systems helping to 
improve stocktum and drive 
down inventory costs; 

The number or fuu*tlme 
equivalent (TO siaff Jn the 
UK and Irish Republic fell from 
38 970 to 35,850 as M and S 
flexed Its cost base but produc- 
tivity per FTE grew strongly 
by 15 per cent to £17,800. 

M n n** S added 535,000 sq ft 
of trading space during the 
period with four edge-of-town 
stores, two town centre shops 
and five neighbourhood stores 
in the UK. 

The company had net dot 
rowings of £26lm at the year 
end representing gearing of 9.7 
per cent, down from 13J» per 
cent a year before. Interest 
income was £i0.8m (£i3.3m). 

By region operating profits 
were UK and Irish Republic 
£$38.7m (£603.1m): continental 
Europe ( less opening costs) 
£23m (£20.4m); US £14.5m 
(£l0.3m); Canada £5.8m loss 
(£3.6m) and Par East £5.4m 
(£3 .3m). 

The company s financial 
activities, including treasury, 
insurance and financial ser- 
vices functions, contributed 
SftS rn (£20.lm) to profits. 


Worcester falls to Bosch 
as offer goes unconditional 


By Maggie Urry and 
Norma Cohen 

ROBERT BOSCH, the German 
conglomerate, yesterday 
declared its £71.8m offer for 
Worcester Group, the central 
heating boiler maker, uncondi- 
tional. 

It has acceptances or has 
acquired shares totalling 51 per 
cent of Worcester's ordinary 
equity. 

The offer, of 225p a share in 
cash or loan notes, will remain 
open until further notice. 

Worcester shares fell 2p to 
2i9p yesterday, after the Take- 
over Panel ruled on Monday 
against an appeal by a group of 
shareholders which had been 
unhappy with the some of the 
terms of the offer. 

These investors, with 27 per 
cent of the shares, were con- 
cerned about a deal struck 
between Bosch and Worcester’s 
management under which the 
management would have a 
continuing equity interest in 
the business. They also felt the 
price being offered was too 
low. 

It emerged yesterday that 
the Takeover Panel was 
divided over its decision to 
allow Bosch to proceed with its 
offer for Worcester. Following 
presentations by both sides, 
several panel members pri- 
vately expressed concerns that 
the offer talks failed 
to take account of the interests 
of non-management sharehold- 
ers. Members of Worcester's 
management and their families 
have 38.4 per cent of the 
group's shares. 

There were also concerns 
about the message that 
approval of the bid would 


send to other continental 
companies considering making 
a UK acquisition. 

While the matter never pro- 
ceeded to a formal vote, mem- 
bers were said to have been 
persuaded by the argument 
that Bosch’s offer contained 
considerable equity risks for 
Worcester’s management who 
will be shareholders in the 
newly-formed Bosch subsid- 
iary." 

The dissenting investors 
have yet to decide whether to 
retain their shares or accept 
the offer. They could continue 
as a minority in the hope of 
obtaining a better price for 
their shares later. 

However, the position of 
minority shareholders in such 
circumstances is not often 
strong, and few have been suc- 
cessful in negotiating a higher 
offer. They could find that the 
stock market quotation of the 
shares is lost, making it diffi- 
cult to trade in the shares, and 
that dividend payments are 

small. 

A minority with over 25 per 
cent of the shares could pre- 
vent Bosch from passing spe- 
cial resolutions which might be 
necessary to restructure 
Worcester's business, or merge 
it with Bosch’s Junkers subsid- 
iary. 

But continental companies 
are accustomed to dealing with 
minority shareholders. Bosch's 
readiness to declare the bid 
unco nd i t iona l suggests that it 
is not overly concerned by the 
threat 

If more than 90 per cent of 
Investors accept the offer 
Bosch can apply to the court 
for permission to buy the rest 
compulsorily. 


Expanding network for GWR 


GWR Group, the USM-quoted 
independent radio contractor, 
is to add Isle of Wight Radio 
(Holdings) to its growing roster 
of local commercial radio sta- 
tions in the south of En g l an d, 
with a recommended £257,000 
bid. 

GWR is offering 10 new ordi- 
nary shares for every 56 IoW 
Radio shares. That values each 
IoW Radio share at 50p, based 
on GWR shares at 288p, up 3p 
yesterday. 

IoW Radio has net assets of 


£205,600 and tax losses < 
£290,000. In the year to Octotx 
31 it achieved turnover < 
£494^26, and Mr Ralph Ben 
ard, GWR chief executive, si 
it was “close to break-even". 

IoW Radio's advertising wl 
be wrapped up in, and wi 
extend by 25 per cent, 2CR 
(Two Counties Radio) marke 
ing area around Boumemout] 
It is estimated that it will coi 
tribute about £500,000 l 
GWR’s turnover and £1QQ,0( 
to profit 


Future sells safety shoe offshoot 


Futura, the Greater 
Manchester-based shoe com- 
pany, shares In which were 
suspended in March pending 
clarification of its financial 
position, yesterday sold its 
Honeywell safety footwear 
business to Lambert Howarth 


for £996,769, writes Ri 
Gouriay. 

The company also sail 
Mr Bev Oates, its chief 
five, resigned on May 5. 

Proceeds of the disposj 
be^ used to repay 


DIVIDENDS ANNOUNCED 



Current 

payment 

Date of 
payment 

Corros - 

ponding 

dividend 

Total 

for 

year 

Total 

last 

year 

Contra -Cyclical 
Donelon Tyson ... 

— fin 4.5 

— .fin 1.2 

June 30 
Aug 27 
Aug 5 
Aug 7 

V 

3.45 

4.7 

2.75 

0.5 

11.25 

1.2 

1 

Mark* ft Spsncsr 
McLeod Russel .. 

—On 5 
- int P.7K 

7.1 

8.55 

6.7 

Waitwro' Plants - 
V«nr 

— Int 0.5 - 

June 29 

July 3 


8.85 

1.5 



3.1 

- 

. 9.2 

Dividends shown 

pvnve per snare net except where otherwise stated. 
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CaliebrMd Robey ' ' 


Albion 
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xnove follows Countrywide’s downgraded forecast 

t of Scotland in NZ$53m bid 


By T*rry Half and - 
Jamas Btodon 

THE BANK of Scotland 
yesterday announced it was 
making a Ml tod tor the Coun- 
trywide Bank at a cost of 
NZSS3m <as&n). * 

The surprise move followed a 
downgrade' in Countrywide's 
*recast prcfflts this year and 
diffi culties in raising equity 
capital from minority sbare- 


Under last month’s agree- 
ment, Bank of Scotland was to 
take a 60 per cent- stake in the 
enlarged Countrywide foQow- 
inff the latter's purchase, for 
NZSiS2-5m, of the United Bawfr 
from thetronbied State Bank 
of South Australia. 

As part erf that deal. Bank of 
Scotland' announced" it was' 
buying a 20 per cent holding in 


McLeod 
Russel 
at £2.05m 

CUSTOMERS of McLeod 
Russel Holdings, the maker of 
paint and varnish, seem to he 
becoming more confident 
about 4he future, claimed 
Mr Nigel Openshaw, the chair- 
man. 

In his report covering the six 
months to March Si he said 
pre-tax profit marginally 
improved to £2.05m, against 
£I~98m. Turnover was £21m 
(£208*0). 

Conditions continued to be 


Countrywide Born General 
Accident, the UK insurer. 

R would underwrite Country- 
wide during its expansion an ft 
capital raising, which would 
make It the sixth largest retail 
bank in New Zealand. 

However, a statement from 
Cou n tr y w i de yesterday linked 
Bank of Scotland's decision to 
the full hM to Country- 
wide’s riwnawH for wi ptai fol- 
lowing the United takeover. 

It said equity of about 
NZtlfiOm, compared with 
Couuizywide’s current capital 
of NZ¥233m, would be needed 
to replace short-tom fumfing 
needed to buy United. 

The statement to the New 
Zealand stock exchange said 
Countrywide’s profit for the 
year to June 30 would be ’dis- 
appointing”. — 

Normal trading profits after 


tax would fall to about NZS8m 
(NZS175m) as a result of con- 
tinuing pressures on interest 
margins and had debt position- 
ing. 

Combined with the extra 
costs that would be Involved in 
fairing over United, ***** had 
led directors to re-evaluate 
prospects of raising the extra 
capital required in the present 
market through the planned 
cash issue. 

Countrywide directors said 
tv>a* £ "closer examination of 
the problems involved" had led 
to the conclusion that Bank of 
Scotland should accept full 
responsibility to the long term 
cap ital needs of United. 

A significant reduction in 
minority holdings would have 
occurred had Countrywide 
gone ahead with the cash 
issue, they said 


NEWS DIGEST 



ririSmH far ti m ffffrf aQg pwtiq g 

companies. 

The commensal vehicle mar- 
ket remained depressed and 
average batch sizes were smalL 
The market for Granyte Sur- 
face Coatings did not improve, 
although profits rose as result 
of cost cutting and improved 
efficiency. 

The market for car paint dis- 
tribution - deteriorated, but 
marine paints traded at a 
profit - 

Earnings heruhare came to 


3.23p (Sp). The interim divi- 
dend is held at 2-75p and the 
strong balance sheet and 
ample cash resources under- 
pinned. the final (3.1p last 
time), Mr Openshaw con- 
cluded. 

Contra-Cyclical 
meets forecast 

At March 31 1992, net asset val- 
ues at Contra-Cyclical Invest- 
ment Trust were 34.75p for the 
capital 3 j69p for the income, 
and. 55.8p for the zero rated 
p r e fe r re d shares. 

The trust was formed on 
February 26 1991 and started 
txafing on March 28. 

For the initial period to 
March 31 1992, gross income 
totalled £L68m and net reve- 
nue came to £L12m. 

Tteming a per income share 
were l3JMp and the final (fivt- 
dend is A5p for the forecast 
total of 1L25P- 

Manikin repays 
295p per share 

Mwwflirin TTnMfaip> , the venture 
capital company formerly 
known as Abingworth, 
reported net asset value of lllp 
at April 15, against 383p six 
months earlier. During the 
period ghfltehnMgrg have had 
returns of capital totalling 
295p. 

The company is In members 
voluntar y liquidation but "will 


mahthm its Ustiog to aiSow an 
orderly disposal of its 
im qmrfAit i nve st m ents. 

During the period its gilts 
holdings were sold for £ 5L 6m 
against a cost of £5tL5m. Hold- 
ings in quoted US companies 
raised $14. 6m (£&2m) baring 
cost 53.7m but unquoted com- 
pany shares raised $596,000 
against a cost of $L33m. The 
liquidator said further «les 
would be made and another 
capital repayment would be 
ma/ip before the end of 

Eamings pea: share for the 
six months to April 15 were 
L25p. The net profit of £286*84 
has been transferred to reve- 
nue reserves. 

Personal Assets 
net assets op 18% 

Personal Assets Trust reported 
a net asset value of 70J2p per 
share as at April 30 - an 
improvement of some 18 per 
cent over the year. 

Net revenue amounted to 
£250,000, up from a restated 
£216,000, for earnings of LS7p 
(L45p) per share. A second 
inte r im dividend of 0 l85p. mak- 
ing a total of L6p for the year, 
was announced last month. 

Capital and 
Regional purchase 

Capital and Regional Proper- 
ties has bought a £7-Sm prop- 
erty in ffingston-upon-Thames 


PIRELLI TYRE HOLDING N.V. 

Established in Amsterdam 


Shareholders are herewith invited to attend the annual 

General Meeting of Shareholders 

to be held on Tuesday June 2, 1992 in the WTC Club, World Trade Center, 
Straw insky laan 1, Amsterdam at 3.00 pan. 

The annual report, including the agenda for this meeting, and the financial state- 
ments for tire year 1991 as well as the details with respect to the members of the 
Supervisory Board mid the Board of Management to be re-appointed are availa- 
ble for inspection at and may be obtained free of charge from the Company’s 
office and the principal offices of the below mentioned banks. 

Holders of bearer shares who (in person or by proxy) wish to attend the meeting 
must have lodged their shares hot later than Wednesday May 27, 1992 at one of 
the following banks who will subsequently send them a receipt which will serve 
as entrance ticket 

in The Netherlands at Pierson. Heldring en Pierson N.V., Amsterdam 

in Belgium at Generate Bank N.V., Brussels 

in Germany at Dresdner Bank AG., Frankfurt aAl. 

in Italy at Credito Italiano, Milan 

In Switzerland at Swiss Bank Corporation, Zurich 

in the United Kingdom at Midland Bank PLC. London 

Hus Board qf Management . 

Die Supervisory Board 


May 13, 1992 
Strawinskylaan 627 
J077 XX Amsterdam 
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All directors, including three 
independents, supported Bank 
of Scotland's bid of $NZ2A5 a 
share, the same as paid to Gen- 
eral Accident for its holding. 
Before the takeover, Country- 
wide shares were trading at 
NZ$L90- 

Bank of Scotland explained 
yesterday that it had decided 
to purchase the outstanding 40 
per cent stake in Countrywide 
when it became clear that rais- 
ing extra capital through a 
rights issue would have been 
expensive for minority share* 
holders. 

It would have had to under- 
write the rights issue and 
would probably have aided up 
increasing its stake in Coun- 
trywide in any case. 

It was therefore better, the 
VwwV said, to malt** aw outright 
offer for the remaining stake. 


from the receivers of Shea ton 
Securities. 

The property, known as 
Adam Walk and Eve House, 
Via^ io retail imtfg producing 
an initial £398^00 per year ris- 
ing to £405400 per year after 
two years. It also has a 15,700 
sq ft office building, let to the 
Department of Employment at 
a rent of £275,000 per year ris- 
ing to £299500 per year after 
two years. 

Mr Martin Barber, chairman, 
described the purchase as "a 
tremendous opportunity for 
future rental growth and 
improving yield as the prop- 
erty market comes out of reces- 
sion." 

Narborough Plants 
higher at £176,000 

Narborough Plantations, 

Malaysian-based palm oil and 

rubber production company, 
reported pre-tax profits up 
from £1464)00 to £176.000 in the 
sax months to December 31. 
With no tax, earnings per 
share were L32p (Lip). 

There was a difference on 
exchange of £82,000 (£45,000) 
from conversion of assets in 
foreign denominations. Estate 
operating profit was £6 0,000 
(£544)00) helped by higher palm 
oil and rubber prices and 
increased palm oil output but 
offset by lower rubber produc- 
tion. 

An unchanged interim divi- 
dend Of 05p Is fterfared 


MAES Funding 
No. 2 PLC 


£300,000,000 
Mortgaged Backed 
Floating Rale Notes doe 3017 

i Notice is hereby given that 
; the Rate of Interest has been 
| fixed at 10 275% for the 
I interest period Jlth May. 
| 1992 to 11th August, 1992. 

The Interest amount payable 
on 11th Aujpist, 1992 will be 
£1,115-76 in respect of each 
£43^00 Principal Amount 
Outstanding of each Note. 


Agent Bank 
Uih May, 1992 


NOTICE TO THE NOTEHOLDERS OF 

UNIBANK A/5 

ffk— (fSa nS— a stst 
¥3.400,000.000 

Nikkei- Linked Notes due 19 93 
(the •‘Notes") 

Notice is hereby fpvea chat the 
I Redemption Amount has been 
! determined at ¥41,000,000 in 
respect of each ¥50,000,000 Note. 
Unibank AiS 
By. The y 

os the Cafcaktioo Agem 
13th May. 1992 


r Buhrmann-Tetterode 

Bearer Depositary Receipts (BDR’s) BOhrmann-Tetterode N.V. 


At the Annual Meeting of Shareholders 
held on May 12, 1992, a cash dividend for 
the year 1991 per BDR of NLG 5 nominal 
value was fixed as follows: 

upon surrender of dividend coupon No. 27: 

NLG 2.20 cash, less dividend tax of 25%. 

Dividend coupon No. 27 may be tendered 
as of May 27, 1992, for payment at the 
(head) offices of: 

In the UK: 

National Westminster Bank PLC, 

Stock Office Services 
Station Way, Crawley 


In Amsterdam: 

ABN- AMRO Bank N.V., 

Bank Mess & Hope N.V., 

NMB Postbank Groep N.V., 

Rights to payment of dividend for holders of 
CF certificates will be made available 
through the intermediary of the institutions 
acting as custodians of the coupon sheets 
to their BDR’s at the dose of business on 
May 12, 1992. 

Amsterdam, May 13, 1992 


Stichting Administratiekantoor Aandelen 
Buhrmann-Tetterode N.V. 


Donelon 
defies the 
sector trend 
with £3.1m 


By Andrew Taylor, 

I Construction Cwrro p on do m 

! DONELON TYSON yesterday 
became one of the few cou- 
i stniction groups able to boast 
even a small increase in prof- 
its and dividend for last year. 
The announcement lifted the 
shares 3p to 44p. 

Pre-tax profits moved up 
from £3.03m to £3. 06m, despite 
a 15 per cent decline in turn- 
over to £80 .9m. A substan- 
tially reduced tax charge led 
to an fT w rea se In wwihip per 
share from 4.oip to 4.6ip. 

As a result foe dividend Is 
lifted 20 per cent to Op (ip), 
when many construction com- 
panies have been struggling 
gfanpiy to maintain payments. 

Mr Sean ffanirmnn 

said the group had performed 
well In difficult markets. He 

to mnlntetn mn^n fa 

progress in the curr ent year. 

The group steered clear of 
speculative residential and 
commercial property develop- 
ments, and had not been 
required to make costly w rite 
downs on land bought in foe 
late 1980s. 

One of its strengths is its 1 
tunnelling business which 
seQs almost entirely to British j 
water companies 
Abou t a third of contracting , 
turnover — down from £S9m ! 
to £5Sm - was generated from { 
tunnelling. 

Contracting profits, how- 1 
ever, slipped to £A5m (£5m) on 
lower turnover from general 
construction. Contracting mar- 
gins held up the cur- 

rent market trend. 

Property development prof- 
its fell to £450,000 (£7204)00) 
and merchanting profits to 
£388,000 (£572,000). 

On the other hand losses 
from the insolation 

business, which is dis- 
continued, were cut to £lm 
(£lAm). 

Net debt oi £14m at the year- 
end represented gearing of 90 
per cent on shareholders funds 
of £15. 5m. But borrowings 
were expected to be reduced 
by more than £3m with negoti- 
ations at an advanced stage 
for Hip sale of the Skekners- 
itete Mite industrial property 
development. This would cut 
gearing to about two thirds of 
shareholders’ funds. 


Vaux declines 19% to £15m as 
recession hits hotel operation 


By Philip Rawstoroe 

THE IMPACT of “continuing 
deep recession” in the hotel 
industry reduced interim pre- 
tax profits at Vaux Group, foe 
Sunderland-based brewer, by 
19 per cent, from £l8.6m to 
£l5.1m. 

Trading profits of the group's 
Swallow hotels declined from 
S5.41m to £4j87m during the 24 
weeks ended March 14. Occu- 
pancies dipped from 56 per 
cent to 53 per cent and roam 
rates were nearly 4 per cent 
lower. 

Additional financing costs 
for two new hotels at Bristol 
and Bexley heath raised inter- 
est charges from £3.47m to 
£5.07m,' and the group incurred 
a loss of £203,000 on its 50 per 
cent stake in a Bournemouth 
hotel 

However, current trading 
offered a “dimmer of recov- 
ery,” said Mr Paul Nicholson, 
chairman. “Although rates 
remain under severe competi- 
tive pressure, our forward 


Vaux 

Sham price foenoe) 
350 — 



bookings are up 5.2 per cent on 
last year, giving us hope that 
the worst may be behind us." 

Pre-tax profits were boosted 
by an exceptional item of 
E5-5&CO (£7 Am). Trading profits 


Reject opportunistic bid 
says Cronite director 


By Peter PaarM 

MR DAVID Pinsent foe lone 
voice on the Cronite board 
against the recommended 
£7.Sm offer from AFE, the 
quoted French engineering 
company, has strongly advised 
shareholders to reject the 
“opportunistic" bid. 

Mr Pinsent, who controls 03 

per c ent of the Bi rmingham . 

based engineer, said that all 
Cronite’s subsidiaries were 
now trading profitably. 

However, Mr James Lindsay- 
German, chief executive, 
described Mr Pinsent’s letter to 
shareholders as “a damp 
squib", saying it did not worry 
him as it contained nothing 
new. “Most of it has been 
trailed for some time.” 

Mr Pinsent said Cronite's 
positive cash flow from current 
trading was reducing gearing, 
now down to about 50 per cent 
and felling By contrast, AFE*s 
was about 100 per cent and 
would rise with the acquisi- 
tion. “It would seem that AFE 
needs Cronite more than Cron- 
ite needs AFE.” 

Mr Pinsent said since the 
offer in April, the UK stock 


market had risen about 12 per 
cent, interest rates had been 
reduced, and there were grow- 
ing signs of recovery* in the UK 
economy. He asked; “Could 
there be a less appropriate 
time to accept a cash oiler for a 
recovering company V 

Mr Lindsay-German count- 
ered by saying that AFE now 
controlled 26 per cent and bad 
irrevocable undertakings for a 
further 143 per cent 

Cronite returned to the black 
in the six months to Much 31, 
helped by lower interest 
charges. Profits were £311,000 
(losses £?-21m). 

Cronite shares were 
unchanged yesterday at 45p. 

European Motor 
90% rights take-up 

European Motor Holdings’ 
recent £17.4m rights issue has 
been accepted in respect of 
15.7m shares (89.9 per cent). 
Some 17.5m new shares were 
offered at 105p per share. 

Subscribers for the balance 
of shares not taken up have 
been procured at a price of 
129p per share. 


were ahead 7.5 per cent at 
£ 15.3m (£l42m) with turnover 
on continuing businesses up 
from £3A2m to £99, lm. 

Brewing profits rose 20 per 
cent, from £6.06m to £7.3m. as 
the breweries, helped by a con- 
tract to supply Labatt, the 
Canadian brewer, with 404)00 
barrels of low-alcohol lager, 
operated at 90 per cent capac- 
ity. 

Total beer sales were mar- 
ginally lower against a fall of 
about 4* per cent for the 
industry in general. 

Draught sales, with JO-1 addi- 
tional pubs trading during the 
period, were 2.4 per cent up; 
but packaged sales in the home 
market were 5.1 per cent down, 
mainly in low profit commod- 
ity beers. 

The care homes achieved an 
overall occupancy of 89 per 
cent and lifted trading profits 
from £i.3m to £ 1.67m. 

Earnings per shore fell 11 per 
cent to 9.35p <l05lp) but the 
interim dividend is raised to 
&25p t3.Jp), 

Profits warning 
clips 9p from 
UB share price 

ByPtterPnrM 

Shares in United Biscuits fell 
9p to 419p yesterday after Mr 
Robert Clarke, chairman, 
warned the annual meeting 
that there would be “some 
overall decline” in the group's 
first-half profits. 

He blamed this on “a disap 
pointing first quarter perfor- 
mance and a slower than antic- 
ipated uplift In the second 
quarter” at Keebler, the US bis- 
cuits subsidiary. 

Last Much, Mr Clarke said 
there had been no sign of an 
upturn in UB’s main markets 
in either the UK or the 
US. 

He told yesterday's meeting 
that the position had “not fun- 
damentally changed”. 

There were now some small 
signs of recovery in the UK, 
but US consumers were con- 
tinuing to trade down to lower 
value products, thereby 
impacting on Koehler's 
branded products. 

Mr Clarke expected the rest 
of UB's business to at least 
match the previous year's out- 
come. 
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This notice is important and requires the immediate attention of holders of per cent. Guaranteed Redeemable Convertible Preference Shares. If 
holders an m an y doubt as to the action they should take, they should consult an independent financial adviser authorised under the Financial 
Services Act 1986 urithovt delay. S.G. Warburg & Co. Ltd. is acting for United Biscuits Finance bl. V. and United Biscuits iHoldingsijiU m relation 
to the c on v er sion and redemption of the Pre fe r enc e Shares (as such term is defined in this notice} and is not advising any of her person or treating airy 
other person as its customer tn relation to such redemption and c onvers ion. 

United Biscuits Finance N.V. 

(the “Issuer") 

(incorporated m the Netherlands Antdles uilh bmaed liabiBty) 

5V* per cent. Guaranteed Redeemable Convertible 
Preference Shares 2003 (the “Preference Shares") 
guaranteed by, and convertible into Ordinary Shares of. 

United Biscuits (Holdings) pic 

(the “ Guarantor ") 

(incorporated m Scotland tetth registered no. 2t>l8 •*) 


NOTICE OF CONVERSION AND REDEMPTION 


Notice is hereby given to holders of foe Preference Shares {foe “Preference Shareholders”) that pursuant to the Conditions of 
foe Preference Shares contained in foe Issuer’s Articles of incorporation and a resolution of foe Board ofManagemenr of foe 
Issuer dated 21st March, 1988 and published in an Offering Circular dated 22nd Match, 1988 (foe “Conditions") foe 
Guarantor has determined to revoke its guarantee on 13th July, 1992 and all of the Preference Shares willaccordingly become 
red eema ble and will be redeemed on 12fo June, 1992 (all in accordance with and as permitted by Condition 7(b) (i) (A) of foe 
Preference Shares). Preference Shareholders are reminded that, notwithstanding foe foregoing, they remain entitled to 

exercise of these 


Preference Shares). Preference Shareholders are reminded that, notwithstanding foe foregoing, they remain 
exercise their rights to convert Preference Shares into Ordinary Shares. (Further details regarding foe exerci 
Conversion Rights are set out in foe penultimate paragraph of this notice). 


will cease to accrue on any unconverted Preference Shares on the Redemption Dare. 

Payments of principal and accrued interest will be made, in accordance with foe Conditions of foe Preference Shares, against 
surrender of foe relevant certificates in respect of Preference Shares at foe specified office of any of foe Paying and Conversion 
Agents listed below. Each Preference Share should be presented for redemption on foe Redemption Date together with all 
umnatured Coupons appertaining th ere t o , failing which the amount of any such missing un matured coupons will be deducted 
from foe sum aue for payment on foe Redemption Date. Each amount so deducted will be paid in foe manner mentioned 
above against surrender of the relative missing Coupon ac any time prior to foe expiry of 6 years from foe due date for 
payment of such Coupon. Any Preference Shareholder who has nor claimed distributions or other rights attaching to foe 
Pref e rence Shares within foe period of 12 years from foe Redemption Date will not thereafter 
be able to daim such distributions or rights. 


Preference Shareholders are reminded char they remain entitled to exercise their rights to exchange Preference Shares for 
Ordinary Shares of 25p each in the Guarantor at foe Conversion Price of 308 pence per Ordinary Share at any time up to and 
induding dose of business on 5th June, 1992. Such rights may be exercised by Preference Shareholders delivering to foe 
specified office of any Paying and Conversion Agent listed below foe relevant certificates in respect of Preference Shares 
accompanied by a duly completed and signed notice of conversion in accordance with Condition 6(c) of foe Preference Shares 
ana otherwise in accordance with foe Conditions of the Preference Shares. 

Preference Shareholders are reminded that Notices of Conversion (in foe current form) are obtainable from foe offices of any 

Paying and Conversion Agent listed below. 

Principal Paying and Conversion Agent 
S.G. Warburg Sc Co. LnL, 

2 Finsbury Avenue, 

London 

EC2M2PA 


Paying and Conversion Agents 


Kredietbank S.A., 
Luxembourgeoise, 
43 BoulevaraRoyai, 
L-2955 Luxembourg 


Swiss Bank Corporation, 
Aesdienvorstadt 1, 
CH-4002 Basle, 
Switzerland 


lssuedbyS.G . Warburg &Co.h*L, a member of 5FA, on behalf of Utdted Bhadu Ftnonte N.V. and {hated Booms (Holdings) pic. 

13th May, 1992 
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Australian company leads Russian gold chase 


By Leyia Boulton in Moscow 
and Kevin Brown in Sydney 


A SMALL Australian company 
is trying this week to complete 
the first ever deal giving for- 
eigners a direct stake in Rus- 
sia's closely guarded gold min- 
ing industry. 

Star Technology Systems, a 
private consortium Jed by Mr 

Ian MacNee, is negotiating 
terms with Lenzoloto. a local 
Siberian gold producer, to buy 
a 31 per cent stake in all its 
operations - Including the 

development of the Sukhoi Log 
mine, said to be Russia’s larg- 
est proven hard rock gold 
deposit. 

State-owned Lenzoloto holds 
exclusive government licences 
for minin g operations covering 

105,000 sq km (40,000 square 
miles). 

It will be a coup in every 
respect if the deal goes 
through. 

Star, with recommendation 
from the Australian Embassy 
in Moscow, last month over- 
came a mountain of bureau- 
cratic obstacles and vested 
interests to reach this stage of 
negotiations. 

The Russian government, 
which is anxious to attract for- 
eign investment in its effort to 
introduce a market economy. 


had to overcome fierce internal 
wrangling in order to give Len- 
zoloto the right to negotiate 
the participation of a foreign 
partner. 

For Lenzoloto, this repre- 
sented a considerable triumph: 
A local producer, it was able 
manage its own affairs after 
decades of tight control from 
Moscow. 

That control was exercised 
through the centralised monop- 
oly organisation, Glavalmazzo- 
loto, which dominated the min- 
ing arid marketing of gold and 
precious stones. The organisa- 
tion. which lias since been 
renamed Rosalma2zoloto to 
cover only Russia rather than 
the former Soviet Union, led 
the resistance to the Star proj- 
ect 

Star's achievement so far 
looks even more Impressive 
considering that standing 
behind it is Central Mining 
Corporation - a listed Austra- 
lian company which is also 
headed by Mr MacNee and 
which has an option to buy 
Star’s interest in the joint 
stock company being set up by 
Lenzoloto for the purposes of 
bringing in badly-needed for- 
eign capital. 

Central, which made losses 
in 1989, 1990 and 1991, was 
suspended from the Australian 


Stock Exchange from Novem- 
ber to April for falling to file 
the quarterly exploration and 
working capital reports 
required by the Australian 
authorities. 

Its 1S&1 accounts were 
delayed because of inquiries 
which were made by Price 
Waterhouse, the auditors. And 
in December 1991. it had work- 
ing capital of only A$75.000 
(£31,000). 

These factors do not consti- 
tute an argument against Cen- 
tral Mining’s involvement in 
the project, however. When 
small exploration companies 
come up with a big project, 
they simply look for bigger 
sources of financing. 

But the fact that such a 
small company - rather than 
one of the established giants of 
the western gold mining indus- 
try - is now negotiating the 
first big gold deal in Russia, 
reflects the difficulties and 
risks of trying to do business 
in Russia. 

Two years ago, while big 
mining companies remained on 
the sidelines, apprehensive 
about gaps in legislation, con- 
tinuing political instability and 
unclear ownership rights. Star 
began scouring the country for 
opportunities. 

It all began when a husband 
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and wife team came over to 
work on a deal to extract plati- 
num from waste left by Rus- 
sian. miners. 

Through a combination of 
luck and coincidence, they also 
became acquainted with Mr 
Boris Yeltsin, who said he 
would support them If they 
could find a partner in the gold 
business. 

It was a bold challenge at a 
time when Mr Yeltsin, who 
was still chairman of the Rus- 
sian parliament, had not even 
wrested control of Russian 
gold resources from the Soviet 
leadership. 

Two years on. Mr Yeltsin is 
president and the country's 
supreme master. His young 
government of economic 
reformers is actively seeking 
foreign capi talis ts in order to 
underpin its market reforms. 

But even now, it is still 
unclear whether or not the 
deal will be allowed too go 

through. 

A government official said 
legal questions remained over 
whether it could go ahead. He 
also suggested that there could 
be problems with the price Star 
was propped to pay for the 
stake, which he put at 550m. 

Part of the problem he 
explained, was the secrecy that 
traditionally surrounded the 


Russian gold mining industry, 
which meant that it was “not 
quite dear what Star would he 
getting 31 per cent or. 

He said Star bad managed to 
get dose to the deal because 
the big companies had not 
shown any interest - “They 
usually prefer to have a con- 
trolling interest" - while Len- 
zoloto needed money quickly. 
He said the government had 
not done "much digging" into 
Star's background. 

Mr Greme Ellis. Central’s 
company secretary said last 
week that it was too early to 
predict the cost of developing 
the project, but that the deal 
would be financed through a 
mixture of equity and debt. 

Central has a shareholder 
agreement allowing it to 
expand its capital from 100m 
shares of 2 cents each to 500m. 
This implies the ability to raise 
some A$80m at last Wednes- 
day's market price of 21 cents, 
which compares with the 6 
cents at which they were 
relisted last month. 

Mr MacNee said capital 
increase by Central was one of 
the options being considered, if 
the company was to be 
involved at alL “Money is not 
the problem, the main issue 
now is getting the documenta- 
tion right," he said. 


Sugar organisation cuts 
estimate of surplus output 


THE INTERNATIONAL Sugar 
Organistion’s secretariat has 
cut its estimate of the world 
sugar surplus in 1991-92 (Octo- 
ber/September) to 510,000 
tonnes, raw value, from a pre- 
vious projection of 1.4ra 
tonnes, reports Reuter. 

Production is seen totalling 
only 112.20m tonnes, compared 
with the previous estimate of 
112£4in tonnes while the con- 
sumption estimate has been 
lifted to 111.69m tonnes from 
111.44m tonnes. 

Estimates for Cuba, South 
Africa and Zimbabwe were all 
reduced sharply to 6.85m, 
220m and 90,000 tonnes respec- 
tively. from 7.3m. 2.4m and 

390,000 tonnes. 

The ISO said the Cuban esti- 


mate reflected export indica- 
tions and the country's 
declared intention to harvest 
“every last tonne of sugar". 

“Although this is higher 
than other analysts we feel it 
is too early to reduce it further 
when the crop is still in prog- 
ress," the secretariat said. 

Cuban figures received by 
the ISO showed exports 
between November and Janu- 
ary totalled 994,700 tonnes, up 
from 976.700 tonnes in the 
same period the previous year. 

Shipments to Japan rose to 
159,900 tonnes from 64.600 
while Portugal’s rose from 
nothing to received 66,400 
tonnes. Cuban exports to the 
CIS fell to 286200 tonnes from 
464200 tonnes. 


Work on Alcan 
hydro project 
remains stalled 


Indian tea crop 25% 
behind last year’s 


By Robert Glbbens in 
Montreal 


By Kunal Bose In Calcutta 


ALCAN Aluminium will not 
resume construction on the 
CSlbn Kemano hydro-electric 
expansion project following 
last week's federal appeal court 
decision. It said it would delay 
any further work unto every 
possible court challenge is 
exhausted, including a fresh 
environmental review of the 
project proposed by the British 
Columbia government. 

Alcan won an appeal in the 
federal court which overruled 
native and environmental 
groups' claims that Kemano U 
s ho uld be submitted to a full 
federal environmental review. 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent, % per 
tonne, in warehouse, 1.725-1.750 
(same). 

BISMUTH; European free 
market, min. 99.99 per cent, $ 
per lb, tonne lots in warehouse, 
2.40-3.00 (same). 

CADMIUM: European free 
market, min. 99.5 per cent, $ 
per lb. in warehouse. 0.90-L10 
(same). 

COBALT: European free 
market. 992 per cent, $ per Jb, 


in warehouse, 27.50-28.50 
(same). 

MERCURY: European free 
market, min. 9929 per cent, $ 
per 76 lb flask, in warehouse. 
130-150 (115-MO). 

MOLYBDENUM: European 
free market, drummed molyb- 
dic oxide, $ per lb Mo. in ware- 
house. 220-220 (2.12-2.18). 

SELENIUM: European free 
market, min 99.5 per cent, $ per 
lb, in warehouse, 4.80-5.50. 

TUNGSTEN ORE: European 
free market, standard min. 65 
per cent. $ per tonne unit (10 


kg) WO } . cif, 56€6 (same). 

VANADIUM: European free 
market, min. 98 per cent, S a lb 
VA. df, 2.05-2.15 (same). 

URANIUM: Nuexco exchange 
value, S per lb. UjO gl 7.75 
(same;. 


LMC WAREHOUSE STOCKS 

(As al Monday's dose) 
tonnes 


Aluminium 

Copper 

Lead 

Nickel 

Zinc 

Tin 


+ 225 to 1,231.975 

-2.500 ID 272,550 
-100 to134.875 

+ 186 to 26.916 

+ 625 to 246.3Q0 

-125 to 11.830 


THE INDIAN tea crop was 
down by 1455m kg in the first 
quarter of 1992 compared with 
the corresponding period last 
year. 

The shortfall was biggest in 
south India, which remains 
under the grip of a severe 
drought Out of total produc- 
tion till March of 44.12m kg 
south India contributed 29.85m 
kg, which was 10m kg lower 
than the crop in the first quar- 
ter af 1991. Tamil Nadu the 
crop fell by 62m kg. in Kerala 
by 3.03m kg and in Karnataka 

7,000 kg. In north India, accord- 
ing to Mr Vijay Dudeja, spokes- 
man for the industry, the out- 
put decline of 4.55m kg was 
caused by the absence of early 
showers in north Bengal, 
where tea bushes have suffered 
a large-scale pest attack. And 
in large tracts of Assam tea 
plucking has been hindered by 
the prolonged winter. Parts of 
Assam have also been hit by 
exceptionally dry weather. The 
first quarter north Indian crop 
was 1427m kg. 

Of the total Indian first quar- 
ter crop the share of CTC - 
cut, tear and curl, the type 
favoured in Britain - was 
33.12m kg, of orthodox 10.65m 
kg and of green tea 350.000 kg. 
To cater for the change in 
demand pattern, particularly 


following the shrinkage In 
orders from Russia and the 
other constituents of the for- 
mer Soviet Union, the Indian 
tea industry is gradually reduc- 
ing production of orthodox tea. 

According to Mr Dudeja. 
there have been tea production 
setbacks in other countries too. 
Sri Lanka which is in the same 
agro-climatic zone as south 
India is way behind last year’s 
production and the African 
producers have also been con- 
tending with drought 

It is estimated that by the 
end of April the world tea crop 
shortfall could be as much as 
40m kg. of which India's share 
is likely to be 25m kg. Tea 
industry officials consider it 
highly improbable that the 
shortfall can be made good in 
the rem aining period of 1992. 

In spite of the sharp fail in 
production, tea prices remain 
depressed . For example, at the 
Calcutta auction the average 
price for leaf CTC up to the 
end of April was Rs38.49 a kilo- 
gram (70.5p). compared with 
Rs4L07 a kilogram in the corre- 
sponding period of 199L As for 
orthodox leaf, the price has 
been Rs3&56 a kilogram, down 
from Rs43.92. 

The virtual disappearance of 
Russian buying earlier in the 
season is said to have been the 
principal reason for the depres- 
sion in tea prices. 


A CHART spread the 
length of the lobby 
wall of the Association 
of Indonesian Coffee Exporters 
logs the demise of the world 
price for Indonesia’s robusta 
coffee from 1985. With London 
robusta contracts languishing 
at 22-year lows, space on the 
wall has mercifully run out; 
the price has literally dropped 
off the chart. 

The response of Indonesia’s 
12m coffee farmers to market 
forces has been perplexing: 
whilst reducing exports in an 
attempt to hold up prices, they 
are nevertheless expanding 
production. 

The association has forecast 
exports of coffee at 393,540 
tonnes for the year ending Sep- 
tember 1992, down 21 per cent 
from last year. That would 
compensate for relative over- 
supply of the market the year 
before: trade officials say world 
demand for Indonesian coffee 
for blending purposes is 
between 330,000460,000 tonnes 
a year. 

Between last October and 
the end of March, Indonesia 
exported 78,000 tonnes, and 
harvesting of the main crop 
began last month. Production 
of 476.280 tonnes is forecast 
this year, continuing the 
upward trend which has led to 
53 per cent growth in produc- 
tion since 1985 making Indon- 
esia the world’s third largest 
producer. The association fore- 
casts production next year of 
511,920 tonnes. 

Association officials say 
Indonesia's 1.8m smallholders, 
who produce 90 per cent of the 
crop, are stockpiling their har- 
vest. Historically, farmers have 
normally held between 100.000 
and 120,000 tonnes in stock, but 
by last October stocks had 
fallen to 47,880 tonnes. The 
association forecasts that 
stocks will rise to 145.620 
tonnes by September. 

The bearishness of the inter- 
national market about robusta 
coffee has been exacerbated by 
expectations of heavy sales 
from Indonesia over the next 
few weeks. However. Mr M. 
Yahmadl head of the export- 
ers' association’s production 
and quality development 
department, says the farmers 
will not rush to the market and 
points out, “It is common for 
our farmers to keep coffee as 
savings. When the time comes 
they will sell for instance, to 
go to Mecca". 

The association is also lookly 
for government intervention to 
help stabilise the export mar- 
ket. It has 1,072 members, but 
only 300 are active and “mak- 
ing any money". A recent agri- 


Papua New Guinea’s coffee withdraw 

confidence, with overseas buyers th ^ a * eI ™ k jjJaJ/cEU 
because of quality problems, according 
executive of the Coffee Industry Corporation, reports neuter 

from Port Moresby. . us i ra H aa ^ 

Mitio told reporters that German, Bnt^US. Austi^mnana 

New Zealand buyers were Increasingly reluctant to P“JJ* ■ 
Germany’s Jacobs Snchard. which normally 
ter of the country’s export volume, wttbdnw *“***“ 55?^* 
of a drop in the quality of premium Y grade coffee, sal Mr 
David Smith, the corporation’s economist. 

“Quality has been gradually deteriorating oyer 
years," Mr Smith said. “It really reached a iow lMtyw. It 
basically stemmed from a lot of new, inexperienced exporters 
Mr Smith said a prolonged slump in coffee price* > had^ resulted 
in many small growers neglecting crops, while gWOTjunt ~7 
rtflU some growers now preferred the more profitable, but 
illeg a l marfluana, which grows wild in Papua New Guinea. 


cultural report by US embassy 
in Jakarta described the major- 
tty of exporters as “now in dire 
economic straits". 

The problem is not just the 
low world market price but 
intense competition between 
exporters within Indonesia. 
Despite domestic consumption 
remaining static at 75,000 
tonnes a year, the association 
estimates the domestic price of 
a kilogram of grade 4 robusta 
coffee at Rpl,650 (81 US cents), 
as against an fob export price 
of 80 cents. 

“Exporters lose Rp200 per 
kilo," says Mr Noer Madjid, the 
association’s executive secre- 
tary, after redrying, handling 
and bagging costs are included. 
The only Incentive to export, 
officials say, is to maintain 
customers while waiting for 
prices to improve. 


T he association believes, 
however, that exporters 
need to be better regu- 
lated and last October set out 
proposals to government. It 
wants all traders to register 
their exports and to deposit 
with the association between 
10 and 20 per cent of the value 
of all export commitments. The 
greater the quantity commited 
to export, the higher would be 
the percentage of export value 
deposited. This is to ensure 
that exporters do not commit 
themselves beyond their own 
financial resources or beyond 
Indonesia’s production capabil- 
ity. 

A government response to 
the proposal was expected in 
January, hut none has been 
forthcoming. Association offi- 
cials want to implement the 
plan “as soon as possible" and 
dearly feel frustrated. 

The association has also rec- 
ommended to its members that 
they combine into groups to 
reduce competition and enjoy 
greater economies of scale but 
the idea has not met with 
much response. “Before dere- 


gulation we had ten groups. 
Now we do not know," admits 

Mr YahmadL 

Steps are being taken to 
diversify Indonesia away from 
robusta coffee, which accounts 
for 93 per cent of production. 
The remaining 7 per cent is of 
the milder and more sought-af- 
ter arablca variety. 

A three year trial pro- 
gramme testing high-yielding. 
arablca plants is being under- 
taken by the association, par- 
ticularly for use in the higher 
altitude areas of north Suma- 
tra. But weaning farmers away 
from robusta will take time. 
Industry officials expect arab- 
ica to increase its share to 15 
per cent of production in the 
next two years but attaining 
foe target of 25-30 per cent of 
the crop may take “a decade or 
two’*, predicts Mr Yahmadi. 

Industry officials say there is 
substantial room for growth in 
the domestic market although 
the price of packaged robusta 
at Rpi2,000 per kilogram in 
local supermarkets puts It out 
of reach of the average wage 
earner. 

The association’s own 
figures give cause for 
pessimism. Production is fore- 
cast to outstrip international 
and local demand by 76.920 
tonnes next year. This would 
leave farmers holding unprece- 
dentedly high stocks of 222,000 
tonnes. 

The bright spot on the hori- 
zon is the strong case Indon- 
esia has for a higher quota if 
an international coffee agree- 
ment is signed. From 1986, to 
I990 r - Indonesia Increased 
exports to quota countries by 
49 per cent and the country 
now accounts for more than 7 
per cent of the world export 
market, association officials 
say. 

“We must be optimistic.” 
says one official with some- 
what fatalistic reasoning. “We 
believe frost one day will come 
to Brazil”. 


WORLD COMMODITIES PRICES 


MARKET REPORT 


COCOA - London FOX 


Sentiment on the LME was 
dampened by the news that IG 
Metail, ihe German metals and 
engineering union, will next 
Monday decide whether to call 
a strike ballot. TIN initially 
maintained its recent advance, 
with three-month metal rising 
to a new 18-month high of $6,100 
a tonne before hitting 
profit-taking. COPPER fell back 
after three-month metal hit 
resistance above S2.240. and 
finished at S2.235 a tonne, still 
up $3. ZINC drifted back, but 
remained underpinned by 
technical tightness - 
three-month metal held above 
support around $1,255 a tonne. 
The prospect of more origin 

London Markets 


selling is weighing on both the 
COFFEE and COCOA markets, 
London dealers said. London 
coffee prices were helped by 
a firmer start in New York, but 
dealers said the near July 
contract is still vulnerable to 
a fall back to $670 a tonne. Talk 
that Costa Rica is reducing its 
exports helped prices, some 
traders said. But the overall 
picture remains bearish. London 
cocoa prices had regained most 
of the day's earlier losses by 
the close as recent origin selling 
appeared to have petered out 
but dealers said the market was 
braced for fresh supplies. 



Close 

Previous High/Low 

May 

540 

540 

542 537 

Jul 

583 

564 

506 557 

Sep 

688 

588 

590 582 

Dec 

619 

622 

822 615 

Mar 

849 

852 

650 645 

May 

670 

873 

671 868 

Jul 

690 

683 

892 667 

Sep 

710 

712 

710 710 

Dec 

737 

738 

740 733 

Mar 

763 

786 

763 783 


MWOOH WET4L BXCHANQg 

Cloaa Previous 

Akmtlnhm, 99.7% petty (8 par ton no) 
Cosh 1295.5-6.6 1268-9 


l Prices Supplied Cry Amalgamated Metal Trading! 


CRUDE OH. (Light) 42000 US galls S/barrel 


Chicago 


AM Official Kart) dose Open interest 
Total d ally turnover 16.243 mm 


3 months 1321-2 132X5-4 

Copper, Grade A (C per tonne) 
Cash 1228-7 12350 


130011300 

1332/1322 


1300.5-1.0 

1326-65 


1322-2.5 19,064 kata 

Total dally turnover 103.526tote 


3 months 1 253-1 7264-5 

Lead lE per tonne! 

Cash SB0.75-1.2S 29X505 


12315/1231 

12615/7252 


12S1-2 16406 tots 

Total daily turnover 16,624 lota 


Turnover 7311 (4947) lots ot 10 tonnes 
ICCO Indicator prices (SDRs per tonne). Dally 
pries for May 1 1 71753 (71526) 10 day average 
lor May 12 735.71 (739 94) 


3 months 303-5-3-75 30S-S.5 

Mctori (6 per tonne) 

Cash 7266-75 7Z75-B5 


3)2.5/292.5 

305.5/303 


26254.75 

305-55 


303.5-4 1.441 loft 

Total daily turnover 24.282 lots 



Close 

Previous 

High/Low 


Jun 

2046 

21.00 

21.07 

2042 

Jifl 

21.08 

21.12 

21.17 

2044 

Aug 

21.09 

21.13 

2MB 

2046 

Sep 

21.04 

21.07 

21.10 

20.90 

Oct 

2098 

3099 

21.02 

20.83 

Nov 

2068 

20.91 

20.90 

20.75 

Oec 

20JS3 

30.06 

20.66 

20 .71 

Jan 

20.75 

20.78 

2070 

20.84 

Feb 

20.88 

30.71 

20.70 

3048 

Mar 

20.61 

30.71 

2048 

20.58 


SOYABEANS 5,000 bo min; cama/60» bushel 
Close Previous High/Low 


3 months 735&00 
Tin (3 par tonne) 
cash eoao-To 


7270/7270 

7360/7350 


HEA77NC Ofl. 42.000 US palls. renta/US galls 


7360-5 2.739 lots 

Total dally turnover 7.154 lots 


Compiled from Reuters 



dose 

Previous 

HlgM-ow 

May 

689 

eea 

883 676 

JW 

705 

701 

705 685 

Sep 

727 

724 

725 717 

Nov 

744 

744 

747 739 

Jan • 

781 

762 

785 764 

Mar 

781 

778 

781 773 

May 

801 

■ 

BOO BOO 


3 months 807000 6040-5 

Zinc, Special High Grade (5 per tonne) 

Cash 1337-42 1331-3 

3 months 1257-6 1281-3 


6075-60 1.122 tola 

Total daily turnover 990IS tots 


1340/1338 

1264/1255 


LMC Closing VS rats: 

SPOT: 15127 


3 months: 1.7850 


6 months: 1.7596 


9 months: 1.7398 



Close 

Previous 

High/Low 


Jun 

5752 

5832 

5820 

5720 

Jul 

5718 

5794 

5790 

5680 

Aug 

5792 

5845 

5840 

5755 

Sep 

BBSS 

5935 

5940 

5870 

Oct 

5060 

6025 

6035 

5975 

Nov 

6075 

6115 

8130 

6075 

Dec 

6156 

8195 

8225 

8165 

Jan 

6175 

6215 

8240 

6180 

Feb 

8070 

6110 

6185 

6100 

Mar 

5850 

5690 

5930 

9900 


SOYABEAN OIL 60,000 too; cana/to 

Close Previous Hlgh/Low 


May 2Q 56 


2051 2054 


Aug 20.95 20.70 
Sep 21.14 2053 


Sep 21.14 
Oct 21.29 


Dec 21.60 
Jan 21.71 


20.70 2057 

2053 21.15 

21.08 2150 

21-38 2152 

2150 21.75 


SOYABEAN HEAL ioo tone; S/ton 


SPOT MARKETS 


Crodi on tpet barrel FOB) 


Dubai 

Brent Siena idoiodj 
B'Qnt Blond IJun) 
VYTl (1 pm csll 


*17 55-7.450 +.I2S 

519 80-0.90 +010 

*19.60550 +0 10 

520 90-0 95a 


215.00 21S40 

20390 204-60 

190.60 194.00 

i».40 - 


a POX (t per tonne) 

Previous High/Low 
21S40 215.00 


201.00 203.00 

19050 

155.40 


Turnover-0237 (1620) lota o t 5 tonnes 
•CO indicator prices (US cents per pound) tor 
May tl: Comp, dally 46.02 (47.02) 15 day aver- 
age 49.60 (49.89) 


LOUDON BULLION MARKET 

(Prices supplied by N M RomschUd; 

Gold Iffne oz) S price £ equivalent 


New York 


COCOA IQ tonnes£/tonnes 


GOLD 100 trpy oz.: S/troy oz. 


Ctoee Previous Hig h/Low 

27750 278.00 27850 27750 


POTATOES - London POX C/tOtUW 

Close Previous Hlg/VLow 
Apr 111.6 109.0 m.S 109.0 


Close 335.00-335.40 

Opening 336.25-336.60 

Morning ttx 33450 185.777 

Afternoon 0* 33525 185.631 

Day's high 33650036.50 

Day's low 3345003523) 


OK p roducts 

KAYE prpm pi delivery por lonno CIF> + 

Pruntium Oasohno E226-J30 

Gas Oil £181-162 -1 

Heavy fuel 011 $76-78 -1 

Njphma 5190-19? 

Petroleum Ar.jus Estimates 

Other T 


268.00 26950 


Turnover 173 {178) tote of 20 tonnes. 


Loco Ido Mean Gold Lading Dalai (V* USS) 


Turnover. Raw 68 (105) tote Ot SO tonnes. 

White 795 (496) 

Paris- While {PPr per tonne)- Aug 1537.23 Oct 
140Q 14 


CRUDE OIL - OT 


Previous Wgh/Low 
122.0 


1 month 

2 months 

3 months 


256 8 months 101 

2.90 12 months 357 

253 


Close Previous High/Lo wr 
May 335.3 flu o 

Jun 335.6 337.0 336.4 

Jul 338.6 337.9 0 

Aug 3372 3365 338.1 

Oct 338.9 3405 339.1 

Dec 340.6 3*24 3412 

Pad 3410 344.5 343.0 

Apr 3453 346.7 o 

Jun 3475 343.1 348.0 



Close 

Previous 

HiglVLew 


May 

871 

875 

860 

857 

Jul 

917 

910 

923 

903 

Sep 

857 

953 

962 

948 

Dec 

1005 

1002 

1008 

933 

MS r 

7045 

1043 

1049 

1035 

May 

1072 

1070 

1069 

1065 

Jul 

1103 

1101 

0 

0 

Sep 

1130 

1128 

O 

0 

Dae 

1170 

1168 

1160 

1180 


Close 

181.6 

Previous 

177.8 

Hign/Low 

181.7 

182.6 

178L0 

1824 

182.S 

1794 

182.7 

1B2.9 

179.4 

163.3 

2000 

7974 

2014 

2012 

1984 

201.7 

2Q2.0 

198.8 

202.0 

2014 

7S9.0 

SOZO 


M AI TP 6.000 bu min; oetns/5« b bushel 
Oo*o Previous Hlgh/i ow 


Gold Ipcr pay OiHK £135 20 -1.10 

Silver |pQr trov OZI+ 410c -25 

Platinum (por (ray Oil 5353 ifl .1 25 

Palladium (per trey os) SB2.60 -0 25 

Copper (US Producer) 104 81c +0 l{ 

Load (US P/odutof) 37 Oc 

Tin (Kuala Lumpur market) 14 99r +0.1E 

Tin | Now fo/li) 27fi.Sc 

2ini (US Prime Vllesiem) 62c 



Close 

Previous 

Hlgh/Low 

Jun 

19.80 

19.89 

1943 19.75 

Jul 

1971 

19.73 

19.78 19.82 

Aug 

19.03 

18.65 

19.69 19.83 

Sop 

1956 

1959 

19.63 1945 

0« 

19.51 

19.55 

19.57 19.54 

Nov 

16.44 

1983 

1950 19.44 

Dec 

19.43 

19.48 

19.47 19.40 

Jan 

19 40 

19.45 

1946 19.32 

IP£ index 

19.35 

1949 

19.71 


Turnover 15 (D) lots of 20 tormes. 


Lon don POX S10/lndo» point 
Previous High/Low 


Silver Or p/llne oz 

Sp« 226 58 

3 moruna 231.95 

6 months 237.80 

12 months 24640 


US ca equiv 

41050 

412.10 

416.80 

426.05 


PLATINUM 50 troy oz: S/troy a. 

Close Previous High/Low 


SUGAR WORLD *11' 112,000 lbs; cxsntt/U» 


1280 1266 
1340 1207 
1150 1105 
1240 
12SD 
1269 


May 351.7 352.1 

Jul XQ.t 364.1 

Oct 3575 358.0 

Jan 457 .5 356.0 

Apr 359.0 359.5 


Turnover 24605 1216)6) 

QASOU. - OT 


Turnover 132 (88) 


(Prices supplied by Engelhard Metals) 

S pneo C equivalent 

Krugerrand 33S5Ch336.Se I88.OO-JS7.0O 

Maple leal 346.50-347.S0 192JXMSQ.00 

New Sovereign 31.03-62.00 4GJXM8 00 


SB-VER 5,000 troy oc cenn/troy oa 


Close 

Previous 

High/Low 


8.67 

946 

9.72 

9.61 

9.12 

9.17 

9.18 

9.09 

847 

848 

9.00 

AM 

a.92 

8.94 

844 

841 

846 

840 

0 

0 

848 

846 

0 

0 


May 254/2 232/6 254/4 

Jul 258/4 256/0 260/0 

Sep 2SS/4 257/a soj/o 

Dec 260/0 2S7/0 2604 

Mar 268/0 26S/0 268/0 

May 271/8 288/0 ZT&2 

2TS/6 273/0 276/0 

0* 360/2 260/0 250/4 

WHEAT 5,000 b u min; eentsAKMbrixnhe) 
cao “ Previous High/Low 

“■y WW2 377/4 382/D 

Jul 363/4 365/6 369/0 

Sep 388/2 369/4 372/6 

Oec 376/2 377/2 380/4 

Mar 370/0 378/2 373/4 

MfY 368/0 366/0 387/4 

3 WO 34?/o 3400 

ure CATTLE 40,000 lbs ; centa/lbe* 

q °” Previous HlQh/UHt 

Jun 73-676 74.1JS0 74.500 

Aug 70.475 71.176 71.450 

Oa 70.126 70.525 yn~ 

^ Eaa 

63.125 69,450 gggoQ 

Apr 70.400 7Q.42S TOfiS 

jun ajQQ 68J0Q £5 1 

UVE HOPS 4Q JQ0 ib: con tans. 

QOM Previoo, Htah/lni 


Canto (live woighOf 108 77p 
Sheep il'w weignt)1+ 81 4Cp 
Pigs ilivci weight)) 9706p 

London daily augur (ravel S244.2I 
London nelly «jgar (whiral Sf83.0t 
Tala and Lyle a* port price C244 5 

Barley (English toed) Uni) 

Meizo (US No. 3 yellow) £147 5 
Wheat (US Dari. Nor thern) £!20w 

RuhCcr (junlV 53.25 b 

ftoOOO r UultW 53.25c 

Ruttoor |KL HSS NO 1 J un) 217.0r 

Coconut Oil (Philippines)} SG35.0! 
Palm Oil [Motayaiontf 3380 0q 
Copra ( Philippine^ S412.S 

Seyo&sans (US) £f4S.0a 

Cotton "A - Indent 5890c 

Woettopa (64a Super) 430p 


CRAWS - London FOX 


Ww*l Close 


180.76 178.76 
181X5 178.50 
181 JO 179.00 
182-50 181.00 

185.00 18275 

186.76 184.75 
187.75 186.00 
188.50 187 JO 

167.00 196 JO 


Previous mgh/Ltnv 

125J0 124.70 12< 

12&40 125-65 12! 

114.55 114.55 IV 


124.70 124.70 
125J55 125,70 
114.55 114.35 
11SJ00 117.90 

121.00 120.85 

124.00 123.90 


THA D5D OPTIONS 

Atomftihen (89.7%) Calls Puts 

Strike price S tonne Jul Sep Jul Sap 

1250 74 98 9 19 



Close 

Previous 

High/Low 

May 

4084 

4095 

4100 

Jun 

4094 

410.1 

0 

Jul 

4104 

411.3 

412.0 

Sop 

4134 

414 3 

415 0 

Dec 

4164 

418JJ 

410.0 

Jan 

4200 

4206 

0 

Mar 

423.7 

4244 

0 

May 

427.6 

4284 

0 

Jul 

4314 

432.1 

0 

Sep 

436.8 

438.6 

O 


COTTON 50.000: oants/lbs 



Close 

Preview 

H)ghA.W 


Jul 

66.62 

59.65 

8094 

50.45 

Oct 

61.08 

8062 

6105 

60.40 

Dec 

61.60 

6747 

62.12 

60.90 

Mar 

62J95 

62.46 

8025 

62.15 

May 

6344 

6X92 

03J4 

03.09 

Jul 

6345 

63S5 

6400 

6400 

oct 

63,33 

62.85 

0 

0 


74 98 9 19 

40 » 23 36 

(8 41 S3 81 


MGH GRADE COPPER 25.000 lbs: eents/lbs 


ORANGE JUICE 


Turnover 13371 (15165) lots ol 100 tonnes 


Previous High/Low 
118.75 118.75 118.75 


Cepper (Grade A) 


COTTON 

Sp« and shipment sales In Liverpool lor the 
week ended May 8 1992 amoimlod to 148 
tonnes, against 1 16 tonnes in the previous 
week. Slightly improved demand brought 
moderate purchases mainly In American. 
Australian and Wo« A Moan growth*. 


108^5 10*20 

112.00 III.90 

115.40 11SJ0 

118.40 11856 


132 141 3 8 

48 68 17 33 

9 2« 75 87 


Turnover: Wheal 144 HOP) . Bariev SB (3). 
Turnover lets ol 100 Tonnes. 


PICS - London POX (Cet* Settlement) p/1 ig 


Jul Sep Jul Sep 

68 66 3 9 

21 49 16 28 

5 27 50 53 


Close 

Previous 

Hfch/low 



Close 

PrevtouB 

HJgft/Low 

100.70 

10100 

101.00 

101.15 

10100 

101 JB 

ICO 80 
100.75 

May 

JW 

13600 

12990 

138^0 

128115 

139.75 

129.90 

701.70 

101.40 

101.93 

100.76 

Sep 

122.16 

121.60 

12200 

101.20 

10160 

0 

O 

Nov 

11400 

11400 

11405 

>01-30 

10105 

101.65 

10005 

Jan 

114.65 

11405 

11400 

701J5 

101.80 

0 

0 

Mar 

11400 

11305 

11460 

10155 

101.60 

0 

0 

May 

11406 

-11300 

0 

101 A0 

101.65 

101.65 

101.16 

Jul 

114 05 

113.60 

0 

WOO 

701.45 

0 

0 

Sap 

11405 

moo 

0 

101.00 

101Z5 

0 

0 






Jul Sep Jul Sep 


COFFEE *C‘ STSOOtor. centa/lbe 


£ a tun no unless otherwise stated, openeteko 
c-cemsllb r-nnggit/kg. t- May /Jun y-Apr/Mey 
w-Apr --May. q-Jun TMcoi Commission average 
■atstackpricos. ■ change trom a week ago. 
▼London physical. BCIF Rotterdam. 4 Bullion 
market close m- Malaysian conta/kg +SI>eop 
prtocs are non rive weight prices. 


Close 

Previous 

Hlgh/Low 

126.0 

126.0 

1200 1250 

113.0 

1120 

112.7 1124 

1060 

1060 

105.6 1060 

1060 

105.5 

1060 1050 

1064 

1060 

1080 1064 

1074 

1060 

106.8 1064 


12 35 24 22 

B S3 43 35 

3 16 64 63 


Jun Jul Jun Jul 


TumcvnrOC (Si) lots ot SOSO kfi 



Clo«« 

Previous 

High/Low 


May 

81.90 

60.75 

6100 

61.10 

jul 

stab 

8140 

63.15 

6170 

Sep 

6540 

64.10 

6545 

6400 

Dee 

8800 

6740 

68.70 

67.65 

Mar 

71.86 

70 96 

72.10 

7146 

May 

76.15 

7&40 

75.75 

75.75 

Jui 

78.50 

77.75 

0 

0 

Sep 

80.50 

79.16 

0 

0 


biwcp 

REUTERS (Base; September 18 1831 a top ) 

^ay 12 May 11 mnj& ago yr aoo 

1304,7 1616-2 1009,6 1717,8 

DOW JONES (Ba.tr Dec. 31 1974^ in» ' 

M*y 11 May 8 mnth ago vr aoo 

Spot 117.72 117.67 - liTuT 

Furore* 11860 118.87 - ,a 4 . 


Jun 44100 ^5: 

S. i 6 ™ £S 

AV9 43J950 43.ST5 ma nsn 

Q« 40,400 40.300 40BM 

tao 4*BS0 42^5 

Fob 43.725 43,730 43,775 

Apr 4£475 42*00 42600 


POflK BBLUE3 40J0Q tfla; centg/lb 

Preview mgtrfLow 


37-260 3*825 

Jul 38.800 auS 

34.7W 3+22S JSJ 

K 22 “fS 

ktey £-°°° 43 - 3 » 

44.100 43.900 44.100 


: . ‘;t 
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LONDON STOCK EXCHANGE 


Profit-taking triggers market slide 


FINANCIAL TIMES STOCK INDICES 


By Stove Thompson 

AN INEVITABLE- bout of 
profit-taking emerged yester- 
day, taking London share 
prices lower after a prolonged 
boll rim that has seen the 
Footsie moving to record levels 
for four ccinsecatlve trading 

sessions. 

Yesterday’s fall was trig- 
gered by . more evidence that 
the recent ran of big gains in 
the equity market would see 
the emergence of some hefty 
lines of stock for sale, coupled 
with concern that the rnamraf 

had ran too far.too fast. 

There was also the worry, 
according to traders, that Wall 
Street, which has been hHrfhg 
record highs over recent 
weeks, nay be due a sizeable 
correction. 


The market was in good 
form at the outset, edging 
higher in response to the latest 
record achieved by Wall Street 
The Footsie opened five points 
higher at 2,742£, marginally 
short of the aMine best, but 
suddenly began to slide. 

The decline was caused by 
an uninspiring statement 
issued by Marks & Spencer 
along with its preliminary fig- 
ures. 

Although not causing any 
major damage to the U&S 
share price, the news quickly 
caused a ripple of unease 
around the market, with the 
Footsie quickly on the slide 
and showings M of almost IS 
paints by mid-morning. 

Thereafter, the wmrirafr man- 
aged to hold its lower levels, 
before aiming under renewed 
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pressure towards the dose of 
business when Wall Street 
began to lose ground. The lat- 
est UK economic data on pro- 
ducer prices failed to generate 
any enthusiasm is the gilts 
market although sterling 
improved strongly against the 
US dollar over the session. 

A couple of medium-sized 
programme trades, one said to 
have been carried out over- 
night and the other executed in 


mid-session also impacted on 
the market 

By the dose, the Footsie had 
struggled hack to end the ses- 
sion 15.4 off at 2,722.4. Yester- 
day’s turnover In the equity 
market, 592.1m shares, was 
well short of recent levels but 
was regarded as a good perfor- 
mance from a market ripe for 
profit-taking after the recent 
surge of buying interest 

Stock overhangs from the 
market's most recent bought 
deals were said to have been 
partly responsible for the 
reluctance of potential buyers 
to chase prices higher yester- 
day. ICL after the Goldman 
Sachs bought deal, and Pillring- 
ton, in the wake of BZWs pur- 
chase of the BTR stake, were 
two examples of this, according 
to specialists. There were sug- 


gestions that a number of large 
lines of stock - notable Racal 
Electronics and Bass - had 
been offered around the mar- 
ket causing more indigestion. 

An agency cross of 3m Bri- 
tannic Assurance at 895p a 
share was later confirmed as 
representing the sale of the 
shares by Britannic's own pen- 
sion fund. General Accident 
kicked off the composite insur- 
ance sector's first quarter 
results season with better than 
expected figures. 

The utilities sector was 
among the market’s busiest 
areas, with Kleinwort Benson 
Securities said to have played 
a big rule in the day's activity. 
This mainly involved unravell- 
ing of the Electricity Package 
reinvestment in specific 
electricity stocks. 
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Electricity 

package 

pressured 

ELECTRICITY issues were 
heavily traded as securities 
house Kleinwort Benson was 
said to have earned out a large 
switch out of the Electricity 
Package. 

Kleinwort was believed to 
have sold around 9,000 package 
contracts, equivalent to 9m 
underlying shares in the 
regional electricity companies 
(Rees), and bought into York- 
shire, Southern and Eastern. 
There las been considerable 
switching recently ahead of the 
results season, which begins in 
earnest with East Midland’s 
full-year figures on June 15, 
and ahead of the forthcoming 
break-up iff the package in the 
late summer or early autumn. 

The Rees saw two-way busi- 
ness as some investors said out 
on worries that the impact of 
British Coal privatisation 
would spill on to the electricity 
sector. Yorkshire gained 1% to 
390%p with 4.2m traded. 
Southern lost 5 to 32lp an turn- 
over of 4.8m, and Eastern fell 9 
to. 276p on 3.5zu dealt The 
package lost £90 to £3255. 

Switching In banks 

Clearing banks National 
Westminster and Barclays 
txxd: separate /paths, yestenfey 
after securities house Klein - 
wort’ Benson advised-clients to 
mbye : funds from the first to 
the second. NatWest lost 12 to 
353p. while Barclays, in spite of 
a downgrade of its long-term 
debt by credit rating agency 
Moody's Investors Service, put 
on 5 to 386p. 

Mr Norrie Morrison, of Hem- 
wart’s banking team, said Nat- 
West had outperformed the 
market by 2) per cent once the 
general election and outrun 
Barclays by more than 45 per 
cent since last July. “We think 
the talk about Barclays' expo- 
sure to property is a little over 
the top, and there is a very 
significant, upside there." 
Figures from Marks and 
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Spencer were in line with 
expectations but, as feared, the 
level of UK sales proved to be 
disappointing. To emphasise 
the pnfnt M and S Chairman Sir 
Richard Greenbury said the 
recession was not yet over and 
sent shivers through the rest of 
the retailing sector. 

The gloomy UK outlook 
prompted most analysts to 
downgrade their forecasts, 

with cuts from the £775m level 
to around £755m. The shares 
finned a penny to 33lp. 

M sfmftBr vein, Argos also 
reported sluggish first-half 
sales at its awnnai meeting, the 
shares sliding 6 to 278p. 

Insurer General Accident 
reversed an intraday gain to 
dose a net 9 off at 489p. Better- 
than-expected first-quarter 
results, accompanied by a posi- 
tive trading statement, had 
prompted an initial rise of IL 

However, the market then 
concentrated on the net asset 
value which, at around 470p 
per share, was disappointing 
and showed the shares to be 
sBghtty expensive. Also, Cans- 
nove was said to have recom- 
mended a switch out of GA and 
into Guardian Royal 
Exchange, steady at 158p. 

Life Insurer Britannic saw 
unusually heavy turnover as 
its own pension fond halved its 
&8 per cent stake in the com- 
pany by placing 3m shares in 
the mar ket. The shares were 
traded as a number of man 
agency crosses with institu- 
tions at 895p. 

The sale was pr o mpted by 


the 1990 Social Security Act, 
which came into force in Janu- 
ary «nd demands th a t invest- 
ment by a pension fond in its 
own company is limited to 5 
per cent of the food’s assets. 
Yesterday’s placing by com- 
pany broker BBS Phillips A 
Drew had been expected and 
had been suppressing the price 
of the shares as potential buy- 
ers waited to pkk up stock at a 
discount. Britannic rose S to 
91Qp. 

Analysts said the next com- 
pany in the sector to be 
affected is Dolled Friendly, 
where 19 per cent of the pen- 
sion fond assets are in United 
. stock. United firmed 3 to 3S8p. 

BP attracted US buying and 
bucked the general trend after 
stating that it was selling its 57 
per cent in BP fianada 
for CS3?4m. The sale is some- 
thing of a drop in the ocean 
compared to BP's debts but it 
took the market by surprise 
and appeared to demonstrate 
that BP was serious about get- 
ting its books straight. 

Weekend press comment 
suggesting Hanson might buy 
a stake in BP, and »i«i firmer 
crude oil prices, helped the 
shares. BP gained 5 to 2S7p and 
was actively traded with 15m 
Shares Changing hands 

There was that mn> of 
the market's leading agency 
brokers had att emp te d to place 
nm shares in Racal Electron- 
ics, although no deal was 
recorded by the end of the 
day's trading. The shares 
slipped a penny to 61%p. 
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Turnover by volume (nrdBon) 
ExdtKfing: Intra-roarkot 
business & Overseas turnover 



A recent buy note issued by 
S.G. Warburg Securities failed 
to sustain BT, where the fully- 
paid declined 4 to 347p. Traders 
said there was some nervous- 
ness ahead of BT*s fourth-quar- 
ter figures, due next week, and 
that Cazenove, the company’s 
broker, had been an aggressive 
seller of the shares. 

Theme park operator Euro 
Disney dropped 52 to 126% on 
a French press report, vehe- 
mently denied by the group, 
that attendances were well 
below the level antici pated. 
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Rolls-Royce declined 5 to 
168'^p after Nomura weighed 
in with a 1933 profits down- 
grade. Leaving the 1992 figure 
at a low £105 m, the securities 
house reduced the following 
year’s figure by £30m to £i70m. 

Mr John Lawson at Nomura 
said: “The scale of tbe pick-up 
in civil spares is still disap- 
pointing." 

News of a SSOm order and, at 
the company’s annual meeting, 
improved demand lifted Simon 
Engineering 8 to 291p. 

A sizeable amount of stock 
continued to overhang Pilklng- 
tnn following Monday's bought 
deal between BZW and BTR. 
Pilkington ended 6 lower at 
154p, while BTR fell 8 to 488p. 

The hard-hit US hotel indus- 
try weighed heavily on Bass, 
also affected by a 13m line of 
stock reported as being offered 
by Panmure Gordon. The 
shares shed 16 to 637p. 

United Biscuits slipped 9 to 
419p after warning that first- 
half profits would show an 
“overall decline”. BZW 
promptly cut its 1992 profits 
forecast by £Sm to £218m. 

USM-quoted T. J. Hughes, the 
discount retailer, made an 
impressive market debut The 
shares closed at 90p, compared 
with the 75p issue price. 

MARKET REPORTERS: 
Christopher Price, 

Joel Klbaxo, 

Peter John. 

■ Other market statistics. 
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TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


STOCK INDEX futures traded 
in a narrow range for most of 
the session, with turnover 
down on recent levels, writes 
Joel kibazo. 

A 2,760 opening level for the 
June contract on the FT-SE 

proved to be the session's high 
point, for selling shortly after 
the opening caused a retreat, 
poshing June down to 2,741 by 
Ham. A further dip to 2,738. 
the day's low, was recorded 
shortly after. For the next few 


hours June traded in a narrow 
range between 2,741 and 2,750. 
Traders were concerned by the 
stock overhang in the underly- 
ing equity market, following 
recent deals in ICI and Pilk- 
ington shares. 

A brief rally was seen 
towards the end, but June 
eventually closed at 2,741, 
down 23 from the previous fin- 
ish and around 12 points 
above its estimated lair value 
premium to cash of about 8. 


Turnover, at 5.986, was pnnr. 

The traded options market 
was dull with turnover of only 
26,765 lots. The FT SK uptlun 
uccounted for a sizeable part 
of that total, having hud 
11,310 contracts traded by the 
close, with the June 2.60U 
series particularly active. 

Business in stock options 
was very poor. Boots was the 
most active stock, with 1.127 
lots dealt. The July 460 puts 
were the busiest scries. 
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TRADERS CREDIT BANK 

INVITATION TO TENDER 

For the assets of 

ATHENS PIPE WORKS S.A. in Greece 

In line with the Greek Govermenfs privatisation progr a mme and in accordance with 
Article 14 (46a) of Law 2000/91, the TRADERS CREDIT BANK, who have been appointed 
as Rquidators, invite afllnterested parties to submit, withEh 20 days starting from the date of 
this Invitation, a non- binding declaration of interest in purchasing the assets of ATHENS 
PIPE WORKS SA which has been placed unded speda! liquidation in accordance with 
the above law. 

THE COMPANY 

The company is basically engaged In the manufacture of welded steel pipes as follows: 

a) Longitudinal ERW (1/2" - 10.3/4") for water supply, construction tubing, casing and 
line pipe for gas and oil (with permission to use the API monograme) ASTM, etc. 

b) Spiral (6. 1/4"-80”) and 

c) Irrigation (<t>. 70-0. 150) 

In addition, it has two units forth© production of enamelled bathtubs and radiators for 
central heating. 

The Company's plant at Chal kis Is built on a plot of land with a total area of 432.700 sq. 
metres. The production floor hasa covered area of 74.800 sq. metres. The power of foe 
mechanical equipment Is 30,000 kw and total production capacity can attain 1 00,000- 
150,000 tonnes per annum depending on the product mix. The company also owns a 
plot of land 17,200 sq. metres In area at NeaEfkarpta, 49 LangadaSt in Thessaloniki, of 
which 3.448 sq. metres are occupied by a warehouse. 

Interested parties may submit a written, non-binding declaration of interest 
within 20 days from the publication of this invitation at the company’s centred 
offices at 260 Piraeus St, Athens 182 33, Greece addressed to the repre- 
sentatives of the liquidator, Messrs A. Zarvas and D. Vcdnalis (Tel. 30 1 
4811375 and 30 1 4828303 Fax: 30 1 4810171). 
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London Share Prices 

Real Hina share prices are mailable by 
catling FT CHyllne. 

FT Cityline can also provide you with a 
confidential personal portfolio facility Io give 
you a real time evaluation of your own 
personal Investments. 

For a free FT Cityline Share and Unit Trust 
Directory or to obtain your confidential 
Portfolio PIN call the FT Cityline Help desk 
on (071) 925 2128. 

Calls charged a 138 pper minute cheap rate 
and 48p per minute at all other times. 
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FT MANAGED FUNDS SERVICE 


FINAN CIAL TIMES WEDNESDAY MAY 

• Current Unit Trust prices are mailable an FT 

and 48p/mmuie at all other fames. To oWaln a free Unit i rust b. 
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Pm Indor-fkd Od 

PmCartDrd . . 
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Properle Ihraged ]£ 2 rt 23 2 S 693 


Mixed Nfaoagn. 
Cart Managed. 
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MargritGromb 1051 
Maroril Incnw 108 6 
Margen Pnutro 112 * 


i“f m -ii 

ti g! mi <J I 


flortc out. .... 198 4 208 * -O.f 

OpIUMaa 3000 3 X 43 +03 

OP Emerging Co s.. — 345 4 363.6 +3 0 
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ClUPta .-.4233 4453 -0 4 

G»MrtcrtFdl 996 .. 766 80 6 + 0.1 

KarO America*... — 1808 1903 +05 
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{ Cubji Cio+tn to 1326 13*6 * 0 j 

tyJrtWMaUta 149 5 157 7 

IM Balanced 55 4 

M F Co+ojij** Fi iy+ 9 +<].7 
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173.6 -02 

168 b 1774 - 0.1 

KFdDLtd 


Oman Pemoe 

AJoteFudi 
UK Alan? . . _ . . 

US AlpAg. . 

OWAIrta- . — . 
Gull Alsu.. 

uStolbrMrta .' ” 

yen Audi. ... , 

D-eaaro Alpha. 

Empnai Alrta 


- 0.7 

- 0.4 

- 0.1 

-83 

- 0.1 

-05 


~ JUeta PbaVu Fbndi 

I UK Abril 

USAloh* 


-E 

-Ob 

Clh Alpha 75 -02 - 

GMSACba. .... 471 -03 

Joan Alto. . 29 b -02 

VSMUrAlto- ... 64 -Oi - 

Yen Alto 8-8 +05 

DM Alpha. TO.* 

StSS&ii ■ *“ ■•■ ‘ 

aassTL'-es si gt - 

Tezthcn' ftsainwte Compav Ud 

liOxUuJunliad, BTI^iBlUaw . (OTWliU 


SO b( + 0.1 714 


UKAtogidto.. . JlWb 2i» J -0.1 
Picamytec 20*5 215 b I 


EeriigH Max F 4 Ace 1 3 M L Mil -L 5 


204 5 215 b 

L”? I® ‘ •»! 


ISSSSSSS: awl ^ sl 


Social Mjrtrt Uz 263 6 27 B .1 -03 I 
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UJloJi hrswinto. Ib! SO 4 *05 

Ewowjito 120 4 127 1 +11 
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: 
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CURRENCIES, MONEY AND CAPITAL MARKETS 

^ 1 FINANCIAL FUTURES AND OPTIONS 



FOREIGN EXCHANGES 

Dollar slips on trade comments 


THE DOLLAR suffered signif- 
icant losses against the Japa- 
nese yen and other currencies 
in the foreign exchange mar- 
kets yesterday after Mr David 
Mulford, the US Treasury 
undersecretary for interna- 
tional affairs, expressed con- 
cern about Japan's rising trade 
surplus, writes James Blitz. 

The move, described as the 
biggest change in yen/doUar 
trading for three months, came 
after Ur Mulford had said the 
US was “very, very concerned" 

that Japan's trade surplus with 
the United States would grow 
soon as the US economy recov- 
ers. He told a Senate Banking 

subcommittee that the CJS was 
pressing Japan to take action 
in the form of a supplementary 
budget 

There was furious yen buy- 
ing immediately after the state- 
ment . as traders anticipated 
that the Group of Seven lead- 
ing industrial countries would 
be prepared to intervene in the 
currencies markets to keep the 
yen high. The dollar quickly 
fell through what was seen as 
the important support level of 
Y131.70 to finish at Y130.45 in 
London. In New York it closed 
steadier at YL30.65. 

A forex analyst said yester- 
day: “People have been bullish 
about the dollar, but Mulford's 

£ IN NEW YORK 


comments about the trade sur- 
plus have made people think 
again." Another felt that the 
market was over-reacting, 
bearing in wind that there has 
been little real intervention to 
keep the yen high since the 
idea was first mooted at the 
G7’s Garden City summit in 
January. 

Either way, traders in 
Europe and North America 
were expecting the yen to 
strengthen substantially after 
Tokyo's opening, perhaps 
reaching Y 128.00 to the dollar. 

Mr Mulford’s comments, 
combined with speculation 
about an imminent cut in US 
interest rates, weakened the 
dollar against other currencies. 
It closed at DMl.6215, down 
nearly two pfennigs on the 
day. It also lost ground to ster- 
ling, which closed at 31-8125. 
up nearly two cents from its 
previous close. The dollar 
finished at DM1.6241 in New 


York and the pound at $1.8118. 

In contrast to the dollar, the 
D-Mark was well supported by 
comments yesterday from a 
senior nffipiai. The president of 
the State Central Bank of Bav- 
aria was reported as saying 
that interest rates would not 
be reduced before the end of 
the year. 

Analysts said tins was the 
first time a Bundesbank offi- 
cial had produced a definite 
comment on the outlook for 
rates. The statement helped 
the D-Mark against sterling, 
which ended at DM2.9400 in 
London, down 'A pfennig. 

But the German unit lost fur- 
ther ground to the French 
franc, which has surged follow- 
ing the appointment of Mr 
Pierre Beregovoy as prime 
minister, and the easing of 
credit conditions last week It 
was at FFr3.3565 to the D-Mark 
by the close of European trad- 
ing, from a previous FFr3J626. 
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MONEY MARKETS 

Paper held back 


FT LONDON INTERBANK FIXING 


MONDAY’S lingering hopes 
about an imminent base rate 
cut were extinguished yester- 
day, as traders in the sterling 
money markets hardened to 
the view that 10 per cent base 
rates are here for some time 
to come. 

In spite of yesterday’s low 
rise in the April producer price 
index, the market is convinced 
that the UK authorities are 
unlikely to respond by bring- 
ing rates down now. “For all 
the hype about low interest 
rates, the market's perception 
is that we are hard up against 


UK clearing bank base landing rate 
IB per cent 
(ram Uay 5. 1592 


Germany," said one trader. 

A few market participants 
may be hopeful. The 
unwillingness of discount 
houses in recent days to offer 
paper to the Bank of England 
has suggested that market 
players think a cut could come 
soon. On Monday, there was a 
shortfall of £270m in paper 
offered to meet the shortage, 
and that was repeated again 
yesterday to the tune of 
around £lQ0m. 

“Historically, when interest 
rates come down, people do not 
offer paper because they hope 
it might happen again.” said 
one trader yesterday. But other 
market players read little into 


this, believing that it is due to 
technical factors, such as a 
number of banks being long on 
money. 

In the Interbank market, 
period rates continued to form 
a virtually flat curve: 
everything from 1-month to 

5- month money registered a 
rate of 10 y* per cent yesterday. 

6- month and 9-month money 
ended the day a fraction lower 
at 10ft per cent 

In the futures market, the 
June short sterling contract 
ended the day trading at 89.93, 
a figure which assumes that 
base rates in June will be 10.07 
per cent 

In the discount market the 
Bank of England [orecast a 
shortage in the morning of 
£750m. In early operations, the 
Bank purchased bills to talling 
£L29m, of which E50m were 
Band-l bank bills at 9% per 
cent £48m were Band-2 bank 
bills at 9% per cent and £3lm 
were for resale to the market 
on June 1 at an interest rate of 
per cent 

The forecast was then 
revised to a shortage of about 
£800m. In further operations, 
the Bank bought £99m of 
Band-2 bank bills at 9% per 
cent and £117m for resale to 
the market on June 1 at an 
interest rate of 9H per cent 

In the afternoon, the Bank 
purchased £327m of Band-1 
bank bills at 9% per cent The 
Bank provided late assistance 
of around £170m_ 
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— 


— 

Discount MM Deps 

lOt, 

10 

— 

— 

— 

— 

Company Deposits 


— 

10 H 

10«, 

10>* 

105 

9ii 

Finance House Deposits 

— 

— 

10A 

105 

10 

Treasury Bills (Soy) .... 
Bank Bills (Buy) 

~ 


If 

3K 



Rne Trade Bills (Buy).. 

— 

m 




— 

Dot for CDs 

— 

— 

3.72 

3.78 

3.90 

435 

SDR linked 0<p- Off*- 

— 

— 

6>a 

61, 



SDR Linked Dep Bid.. 

— 

— 

6*« 

6(* 

6\ 


ECU linked D«B. Offer. 

•*- 

— 


M>5 


10% 

ECU Lbdced Dtp. Bid ... 

“ 


W,l* 

UJ5 

105 

10 


TreBury Bilbtxfl), one-mooth 9J5 P*r etta; tJ»r« imurtfis 9)» per wit; Six nwahs 9,4 per eent; 
Bank EHlh tselU: one-mojjh 9{J p *' ' 


ptr t qn; three iwarths i U^Jar cent; Treasury . BllS; ftwgt 


tender rate of HlsuoA 93907 px-'ECGD Fixed Rue SurHRg , l Exponn’aaiitt. Make up day April 
• 23 , 1992, Scheme l.\U.75 p.o„ 


30 .1992 . Agreed rates for period May 26. 1992 to June 23 , 1992, Scheme 1:11. 75 p,c„ 
Schemes II & III: 11.93 p.c, (nerence me for period April 1, 1992 w April 30 . 1992. Scheme 
IY&Y: 10,685 a.c. Local Authority and Finance Hose seven days' notice, others seven days’ 
ffred. Flame Haases Base Rate U Asm May 2 . 1992: aanfc Deposit Itetei tor sum « seven 
days notice 4 per cam. Certificates of Tax Detroit Series 6); Deposit £100,000 and ow hetd 
under one month 7 per cart; one-three months 9*2 par cent' Ihree-slx months 9 percent; Jlx-iHne 

months 9 per cent; nlPC-twetremonUis 9 per cent; Uader£100,( 

Deposits withd ra wn for cash 5 per earn. 


1,000 7 pre eu from Sept 5.1991 . 


PreiiM daft com w. Calk 4026 Pas 4283 


UFFE ITALIAN GOVT. BOOT OTP1 FUTURES 
OPTIONS Ura 2fi0n 1081b if 180% 


PremxGdaf sopea Tnt Calls 168252 Pits 104172 


im SHORT SIBtLXK 0PTRNB 
£500300 paUsaflMn 


Stnte 

Plica 

9700 

9750 

9800 

9850 

9900 

9960 

10000 

10050 


CailHrtUeorau 
jm 5a 


155 

L36 

0.E7 

0«3 

0.14 

0.04 

002 

0 


2.12 
1.71 
134 
101 
a74 
0.52 
Q36 
0 23 


Pvu-wolemab 

ha Sa 


0 
a.oi 
0.02 
008 
029 
0 69 
1.17 
L65 


0.12 

021 

034 

0.51 

a?« 

102 

136 

1.73 


dose Ktel Low Prer. 
Job 98-17 96 -tS 98-13 98-21 

Sep 98-24 99-00 98-21 98-27 

EHJmtud refcnoe 30463 01095) 

Pterlaus day's apre ISL 63480 (60390 


Estlmaud relnne total. Uh 260 Pks 326 
PievSaa day's open im. Calls 14201 Pas 13531 

CHICAGO 

Ui TREASURY BWffiS CCBTI 8% 

StOO^OO 32a* if lW*. 


Cath-setUfflents 
Jin 
0.94 
069 
044 
022 
005 
001 
0 
0 

EstaniW HhiM total, Calls 
Prerins days eoen w. Calls 


swi« 

Price 

6900 

8925 

8950 

8975 

9000 

9025 

4050 

9075 


0.59 

039 

023 

012 

0.06 


Pnu-smlmwBB 
Jan Sa 
0 
o 
0 
0.03 

031 

032 
056 
051 


001 

0.02 

005 

010 

019 

033 

052 


1487 Phi 2152 

106913 Pnu 809C1 


Pie*. 

100-05 

9^01 


Dose 

Jot 100-20 

fa 99-16 

EsUratrd tekam 2373 (1950 
Prerlmdar; open «. 3988 (4241) 


6% MOTHWJ. GESMAfl GOVT. MM • 

DM250. 04(1 lOOtts a 10401 

. Close High Low Pier. 

Job 8721 8729 8730 87.22 

5a 87.45 8751 8737 87.47 

Estimated relume 48005 (470721 
Pitrims day's opee ML 121969 024752) 



Case 

High 

Um 

Prer 

JUB 

IDO- US 

100-27 

100-03 

ID0J)3 

5? 

99-13 

99-21 

9831 

98-31 

Dk 

93-10 

98-28 

97-25 

97-28 

Mar 

97-10 

97-17 

97-01 

96-29 

Jot 

96-12 

96-18 

96-12 

9600 

sa 

95-16 

95-22 

95-16 

9505 

Dec 

94-23 

9«9 

94-23 

94-12 

Uar 

94-01 


. 

93-22 

Jan 

93-13 

. 


9302 

Sep 

92-28 

- 

- 

92-17 


JAPANESE YEN OMW 
YU5m S per YMO 

Htp Lo* Prw. 

Jin 0.7654 0 T67S 0 7541 0.7514 

Sen 0 7b*0 0.7656 0 7530 0.7501 

Pec 0 7639 0.7640 - 0.7301 

Mar 0.7544 - - 0.7508 


U5. tbeasuky Bau nreai 
Sim points ol 208% 



dose 

Hign 

Urn 

P m 

Jui 

9637 

96.40 

9634 

9634 

Sen 

9636 

9620 

96.10 

9610 

Dec 

95 66 

95.69 

%.W 

95 60 


95 44 

95.44 

. 

9536 

Jan 

94.93 




BRITTSH POUHO DMIfl 




Sipcri 






Cta* 

Vhgh 

\jpm 

Prti 

Jan 

16028 

L88K7 

L7918 

17K0 

Sep 

L77W 

L7790 

L7650 

1.7584 

Dec 

1 7530 

17560 

17470 

17358 


SWISS FRANC QMJU 
SFr 1253)00 5 pm SFr 


DEUTSCHE MAUC CDDU 

DWiajlH 5 wt m 


Ctrr* 

HI W 

Law 


Jan 

0 6123 

0 6133 

0.6094 

0.6068 

Sa 

06034 

0.6042 

0.6006 

05981 

Dec 

03956 

05958 

0 5928 

05905 

Mar 

05893 

. 

- 

05644 

Jm 

05740 


- 

0 5740 

THKUUtriH EUMB0LLA8 (OSO 


lira gofer* of 100% 





Oast 

H/rt 

Lore 

1 6*» 


9605 

96 09 

96.01 

9600 

Sa 

95 75 

9550 

95 66 

9568 

Dec 

9508 

9514 

94.98 

9501 

Mar 

94.90 

94.94 

9481 

9451 

Jm 

9439 

94 43 

9431 

94 27 

Sa 

93.90 

9396 

93.83 

9380 

ok 

9333 

9339 

93.27 

9324 

Mae 

9320 

9325 

9315 

9311 

57ANMID A mOHS 500 DtflEX 



SSOO Una Utt 





Clcte High Low Prer. 
Jus 06614 0 6621 0.6570 0 6521 

See 0.6534 06541 0 6490 04444 

0k 0.6467 0 630 - 06380 


Jm 

s 


Dme Hrqb Low 
41660 418 70 41430 
41760 41990 41560 
41930 42135 417 40 
42125 423.45 <18.90 


Prer. 

41830 

41930 

42105 

42331 


PHILADELPHIA SE US OPTONS 
£3^250 tort pv £1) 


Strike 

Price 

Uay 

Calls 

Jim 

Jui 

Sa 

May 

Puts 

Jm 

Jwi 

L?) 

1)00 

11 10 

n in 

1U0 

1U0 


0.02 

028 

1.725 

360 

S.bO 

au5 

850 

. 

OU 

060 

2.07 

L7S0 

620 

615 

627 

653 

. 

036 

1.13 

2.92 

1775 

370 

390 

428 

4 BO 

004 

089 

L94 

4.04 

LEGO 

L42 


2.60 

350 

025 

181 

3.05 

5.42 

1.325 

019 

L09 

L65 

249 

157 

325 

4,55 

704 

IBM) 


046 

093 

172 

3.72 

515 

638 

B79 


Preiraa day’s opm ML Calls 319.91S Puts 522.387 (At! orocled 
Pm lots day's rolime. Calls 5324 Puts 7.902 UUI aarende) 

PARIS 


7 to IB YEA* 10% MUTMNAL FRENCH ROND (MATIF) FUTURES 


Op a 

Sett price 

Qaoge 

High 

Lo* 

YieM 

Open M 

108 42 

10856 

+0 02 

1085b 

10840 

869 

127.736 

108.66 

10880 

*0.04 

10888 

10864 

866 

25377 

108 80 

108 94 

*004 

10890 

10650 

844 

4.638 


June 

S epamter 
December 

Estimated retaa* 115.211 Total Open tnterea 157.751 


THREE4WfTH PD0R FUTURES OUTTF) (Paris loteAik iftatd rate) 


Jane 

Smcnte 
Dioeniber 
Mardi 

Estimated rehrnw 21.940 Total Open Interest 67.977 


9019 

9022 

*002 

9024 

90 17 

980 

24.142 

9056 

90.61 

+0.04 

90 64 

9055 

943 

27.778 

9041 

90 86 

+0.05 

9087 

9079 

919 

9,910 

9106 

91.13 

+006 

9114 

9L06 

893 

2582 


C4C-49 FUTURES (MATIF) Stott ladn 


Uar 2238 0 20755 -133 20680 2074.0 

Jree 20730 20670 -133 2078.0 20673 

Jtdr 2073.0 2063.5 -U3 20730 20730 

Sotemte • 2097.0 -133 

Est footed rohjme 5.174 Tsui Open Interest 33.174 


15.209 

12.2Z7 

726 

5.012 


Ed): 


I URA Tin 


Joe 

S e p ta ntei 

E s t im at ed 


107.06 10722 40.0B 10728 107 JM 839 15.183 

10734 10736 4008 10734 10734 887 1447 

3.495 Total 0pm Interest 16,630 


OPIUM BN lOHS-TEW FRENCH MUR (HATTF) 



Cite 



Puts 


Jure 

Serteate 

Deeeedwr 

Joe 

September 

Detente 

254 

2-83 

. 

0.0L 

0.14 

- 

156 

. 

0.02 

028 

- 

044 

152 

174 

008 

055 

0*7 

Oil 

0.78 


056 

0.97 

- 


0.42 

042 

- 

- 

- 


020 

053 

• 

• 

• 

125.635 

47,755 

10420 

95.286 

31130 

11.923 


Strike 
106 
107 
1C8 

109 

110 
111 

Estimated reltne 19336 Toul Open Interest 3221149 


BASE LENDING RATES 


Afbfl&Canvag 

Allied Trast Baric 

AIBBast 

• HetrAfStai®' 

B LC Mental 8dJii:_. 

BartofBaoda 

BaKoBaiaoVi2C2)B._ 

BaiofCffras 

BtfoTMari 

Baiioflitfa 

BukofSnttad 

BacifKBtiteUi 

B»djysBa4 

BatanaiBaak — 
Brit Bkof Mid East... 

• BroiJSfptey 

CL Bade Hedertari 

ttltedNA 

CHjMtrdaotsBai*._. 
djilesdaleBa* 

Co-operatirT Bask 

CCB0S&CD 


Wit Lyonais 

tensPiphrBk 

DwarLawie 

Eqsahrial Bade pic — 


10J Eater Bri United .._ 
10 Flmriil&Ga.B**... 
10 raaMoalBttkPk. 

10 • RttetFtaning&Co 

10 RfijertFraseriPlns.™ 

10 G Intaii 

10 tGejoiessMtai 

10J $Hn6m Bart 

10 KaorasbtaTnst Pic — 

11 Kaiuta&GaibHBik. 

10 iHillSawel 

10 LHoareltCo. 

10 Hongtwg&Staiwhil- 
20 Jeta Hodge B«* — 
10 • Leopold Jffiejii Sob _ 

10 UqjifeBaifc 

10 BegfeaJBaklld 

10 


% 

10 

10 

10 

10 

11 

22 

M 

10 

103 

10 

10 

20 

D5 

10 

10 

10 

20 

20 

10 

10 


McOtneUDnigifiBii. 10 

MhBnjBuk 10 

MantBatbg 105 

NAWesMUff 10 

KortaoBtaUd — 10 
Hyfartah Merbaa! Biolc 22 
PioriactolBakPLG..... 14 
Soxbu^e Bank LbL — 113 
Royal Bi of Scotiud...- 10 
• Sadth&WlrenSeo.. 10 
fiatadOsRtnd — 10 

TSS 10 

ildnikplc 10 

tlMidBkofKwRit.... 10 
U*fty Trest Bart Pfc — 10 
Western Trei 10 


WestpacBtaCorp. — 103 
WteoniLMa — 20 

YorfefrrBa* 10 

• Meotas of BriUA MsCtat 
10 Bankiog & Securities Houses 


x J FullerMoney , , N ° R,5K V 

xox *■ s: :=‘'j-d i0I 

xoxo x The iriternaSional Investment le!:c-r. c;-.- 5 if.nstssr-slgd 
XOX t.-om Chart Ana'.yc.is Ltci R 1 1 0 i, 

• x o“ 7 Swallow Street, London W » R 7HD. UK R.-tt£?t3 5'U'S!3t3 ra- 
Tel: 07 1-439 496; Fax' 071 -439 4966 ic -rq^- 0 r c.-cc:; ea-~: 



: ~.iT .Fen. ‘.'cce- Sr Zly Pit PsIlts.’ 

C-sS^s r-rc F , jrcr‘ir.T ; s Fir.u 3='. :rc:n UK i’Us. 
Z\= ~a?.s 'tes r Scsr-xz. its’y-s tt 
F ’^.Vr-r? Csrvc;* S;c r~v 

CsL ! .' l =:r=ti3'2: Trsdtg A-’i-yss Lie- { :i 2 P?Z~ ,sr! 
T (UK) CSc-CcS-Cir-Tejc :52-Gc5-0-45 


,MT/ 


REUTERS "SPIN 1 

FOR LATEST 

EURO NATIONS 

SOCCER PISCES 

T7w Spedalsts hi 


Total Goals 
England 
Gar many 


3S-3U 

4J-fv4 
8.9 - BA 


OR TELEPHOft 071 8209789/80 
? Sports Spread Batnnfl JSStSrm 


otManrenforeoisa 

inpaanurar 


S-XTOCOTF. 


REAL-TIME EUROPEAN AND UA STOCK MARKET DATA AND 
ANALYSIS AT REALISTIC PRICES 
★ ALSO FUTURES * OPTIONS * BONDS * FX AND NEWS * 
CALL - LONDON 71-329-3377 - FRANKFURT 4S-69-639125 


' ECU : 


WORLD STOCKMARKETS. 
WHERE NEXT? 

If you have a View, take a Position 
C ciNTUTt AntLN nnHt»iw(l7I.JI5 IftlO 
[ KPl' TlaviMierr Pir.29dWMUM Pl.uv. W» IX mi. 
Mrvree nr Tar S»«t «Ttr« Frrt \mmajn 




§| 


FT-SE 100 
Where next? 

CAL Futures Ltd 

162 Queen 

Victoria Street 
London EC4V4BS 
Tel: 07 1-329 3030 


MEMBER 


Call for our current Tiews 

Fuc 071-329 3918 


FUTURES & 

OPTIONS 

TRADERS 

RmaMcmatHTam 
conmcrmvf scanned 


BERKELEY FUTURES LTD. 


IS PARK ROAD, 
LONDON NW16XN 
CM TEL: C. DE ROEPER 
ON 07T-224 8489 


Money Market 
Trust Funds 


Ctw 


•M 




MCr 


fireo 


IS 


MO 


080061*162 

tiaoQ -I 

ms 


gS33LSBiS> u fvm» 
SSBVgl 1 j I 

DwretisdreCZnHlUoi 14-97 -• J° 

Tin COIF OarltieOBWit 

2 Fore Street Umden LPJMO . OTl J 

DepMJi. I1D20 


I lO-fiois^un 


n. of Chart* 9* EnwIamW 

>W* 


Cent. Bd. of Flo. 

2 FveStreeL U»*» 

DooiiL- . 

Gartmore Monty WmmHrt LW 

16-18 MtmiTWf* St, LtreJre EORSOO 
TEKADoli 

Cat) Fun 

7-iwfuol. .. 

Spectra Fare — 

Da< fo e - - 

TESSA Prftm... 

reSSAPte!. 

TESSA Sm. .. 


937 

tu 

900 

876 

asz 


642 

701 

702 
147 


MUi 


v/ i-cje 

4 56 
478 
2. AS 
9 31 


S2 


BHK 15 -.: sir ip X— 

Pj„ra^efo4»»^Crajm«-Sri 10 00l m 
£50.000*. . .- 5S 

II 

£1^4 444” . 

£20000* ■■ 5SS 

£5(W>-U4494 
L50M4 999. 

CIH499. . - l5n 

Courts & Co 

55s^rSd.«=»® 



o?t-naim 


Money Market 
Bank Accounts 




Net 


jntfr 


MB Bank Hfch Intwrt Cbegoe Arajatrt 
BekraatRd. UttedgeUBSlSA D800Z821 

L230D-C4494 _ .17 SO S47l 7 SOI 0 

mSS- JT la Sa re-371 m=»1 c 


S 6070 

bjni r Or 
6 3731 Wt 

*75 Ml* 

7.1251 



Aitkew Hone Bank pic 

30 CHj Road. EC1Y 2AY _ 
mwcwaSwirrC-jfio 

Allied Tract Bank Ltd 
47-101 CanooiSL London. EDW5AD 01 
TOMkA 10,001*1 |U4A 8 60 I 

OMIlA.uiQl*. ...1102 B^l 

HICA(£X.001+J . . ..19.00 t.73) JJBl Jtw 

PienWrlESSA. -Ju» 4.9JC Uwlrwre 

American Exp res Bank Ltd 

Sn»« Hon*. Bore** HUJ 
Weil 5mm. RMtsaaW 0444 290230 
H M Mare niOrai hi raret 

aflnUjaof 1 3 40 2.63 3 J* Rlltl 

. 8H 8 8. «Hh 

tsSKvag* .. .. 8 70 t>S j 9 06 

L10.000-E24.444 .. 4.10 6B3 ** 

£25 DQ0-L44 944 .. *» 6 98 9.71 MUi 

E»:00O-t94.4« 450 703 9 42 Jtt» 

tlOQOOO*-. - ... 470 7 ZB 1034 MtP 


gMsssrjJriB' fhi * 

raa rarum it 

MEKT-lff 

’ l9M 0.7»l 4 Ml Die 
Floooctal & G«ne«! Jg* 071-2 3S 0016 

8ES8ta Bs fc 

Halifax Wf M tat ItarevR 



615 
6 60 
705 
J« 


8.4* 
409 
4 79 
10 27 


£ 

Qw 


£5.0QCW7).W 
£10.IXX>-£24.444 .... 
O5.000-M9.999 .. 
C50 DD0-E44.449 .. 
UOO 000* 


3 SO 

2-63 

336 

850 

6J8 

884 

870 

633 

906 

9.10 

485 

949 

4 30 

698 

9.:i 

9 50 

743 

992 

9 TO 

7 28 

1044 

325 

244 

l 30 

AS 

619 

857 

8 45 

634 

8.79 

8 85 

664 

922 

905 

6/9 

9« 

925 

945 

694 

7.09 

965 

987 


Bank of bMand High Interest Qtoqae Act 

.-iSSfSf 

U.l>0fr«4.499 . .. . laoo 6 001 8.2431 OW 

Bank of Scotland 
JBTtetotaenHeSL ECZP2EH . 
tutctakic’»H».w"Ta 00 6.00 a^f 

£23.000* la 70 6.521 4.061 MUi 

Barclays Select 

P0 8o«120 t y»Mtto«teP*.CPrerenr 0MO4M10O 

cz.poo-t4W.7TTa 00 600 a oopr**^ 

E10.000-C24.444.. (4 00 6.75 4.00 YmHj 

£25 Draw 49 499 9.50 7.L3 4)0 ftrij 

00.000?? . .11000 7.50 1 10.00I Varer 

Barclays Prime Account HJLCJL. 

P0B«L25 Noftrenwre , 0&04252B91 

El. 5m-t2.494..T77|r» 4 88 V66|0w 

E25oS-C9!494j .1. .b oo 5.25 719 Qu 

E10.000-C24.499.. .j».7S 581 7 48 »£ 

£25.000*. . - _ 1 625 6141 &Sll tor 

Benchmark Bank PLC Premier Attoori 

_ ‘13313 

tor 
Otr 
fhr 

Bnrnn SWpIfy & Cc Ltd 

^ ^ r-TiS- fv., "iSf ’S 3 

PestOerureVr. -IbSO 6381 8.7ll tor 

Calodwilan Bank Pic 

011 ^ 

Cater Alleo Ud 

25 BtreMn Lane. London EC3V9DJ ,071-6232070 
HhSlI . 7 71830 6.75 4 sal Mtb 

Cooper £5.000 rain .. 913 7.13 442 Mto 

ItSSA.„„ .. 10430 -I 09921 Ml* 

ChaiteriMHtse Bank Limited 
1 Plummer Raw. EC4M70H .. .071^484000 


fiaaaS Slfe - 

gP-^Mterar u. fl j uv 

HSSnoI-- Iflao 7 aa 1042 tor 

bMoI ‘ . -110 00 /»! »» WT 

Humbert Mr Flrrace 6 r«|P _ 

SSSrar^WuiSrHWSSHT , 071 **7 1586 

iffQA&iMrt IT** ov*!* 6*11 foratr 
Lloyds Bank - I nv est m ent Account 
71l5S»da.LPPdmJKhP38S . 

BF vA uslet 

sssjgr.^ 

Cul«aretet»00* . |a« 6 621 4 00 MW 

nomn* I9U bWJI ™o 

S'ooot' Jo 54 7J6 4 75 6-KU 

TESSA .. llOOO -I lUOO Yrarii 

NatWest Crown Bg re ve Accootrt 
41L0Uta7.L0«Wl.EiaPMP . 
csminlim .9 375 7.031 9. 71 1 

EIO OOQ w j^ 44 ■■ [4 us J*m| 9 M Mfo 
CLOOO-E4.494 . . -1875 6361 4 0413-ORk 

Provincial Bank PLC 

656.^^ 

Royal Bank of Scottaod ^.Pnmterate 
42& Alter* SA Edi«tan6EH22YC (m-OTSBO 

£SO OOO* T9 20 6401 9.521 Olr 

rx'mn .(« w» IB TO 6 531 Otr 

SSowi-qfm. a» 61* om otr 

I2ta>-£4.449 I/SO 3 631 7 711 QU 

Save & Prenper/Robert Fleming 
16-22 Worn U. RMfoed RM 1 3 LB. 

tessa vratrane - 1434 
SterihM Bank & Trait Ltd 

MRS 


enrino 

3LB , 0800 782101 
-1 9 73 1 Mtb 


Tyndall & Co Ltd 
24-33 Prl 


Prlacra 


, Brhtol , 02727.44730 

i 75 636 

HWA- 108 625 6.« 

Hiw* noa.ooo* .... OaflTS 666 
UmrPkn . . - |oa-50 6 38 1 

TESSA.. —109.375 

United DwnkUans That Lid 
P08ul33.nMySl-teMl«RH;i3eB 0734560411 

aS£*r“^!TS> 7 051 4 Ml toe 



J. Henry Schroder Wagg & Co Ud 
lareraeM. .14 


6000 
MU 
4 68 1 Mt« 



C2.500-E19.994 . 
£20.000-144 449.. 
E5q 000449.444 _ 

cioa ooo* . . . 

55.000- 549.494.. . 
S5& 000-5495*9 ... 

5100. 000- 5144.499. 

S200.000* .. . . 


Cfydsdale Bank PLC 

30 Sn Vlwsi Pfoee. &ayo««l 2HL , 041 2487070 
E2.D0O-E24 444 .. .17 50 5 63 7 71 f Otr 

fc2S.OOO-£V9.949. . 825 6191 8.51 Olr 

£100 000* lo 75 6361 9 041 tor 


Sd.oooareraoM. (4313 i.<a. — . 

western Trust High Interest Cheque Are 
TOeMpneicxetre.PlyiDgaUiPLllSE , 0732S4M1 
Eli OOO* . 7 9 SO 7Ul 934) tor 
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ACROSS 

I As can be seen, each device is 

cunningly contrived (9) 

6 Murphy, for one, returned to 
disclaim (5) 

9 Fm backing the most impor- 
tant lines (5) 

10 Old cartoon mouse lias a 
knack, we hear (9) 

II Divorcee, one reckoned 
blameless (ID) 

12 Tea lady cle aning Qsh (4) 

14 Samuel personified in staid Ri 
perhaps (7) 

15 Linen cut, and cut unevenly, 
for a abort shirt (7) 

17 Folded hamper, containing 
left-over chop (7) 

19 Gins or ginns (T) 

20 Punishment in European cap- 
ital perhaps? (4) 

22 Eric is most involved in a 
body building system (io) 

26 To MPs, pure gerrymandering 
is Important (9) 

28 Green vine, one that’s wfld (5) 

27 Worker, redeployed, bad com- 
mitted offence (5) 

28 Shield bearer’s cheers excit- 
edly greet her majesty (9) 

DOWN 

1 Feline family's sin (5) 

2 a porter to® depraved? 

3 Half trembler inside is what 
ultras are (10) 

4 Unsettled tax bill restraint: lio. 
tie old lady (7) 


5 Flower, blush rose, had i 

(7) 

8 Gin? Knock back a bit <4) 

7 Genesis has rib retumin 
her beginnings (5) 

8 Judges musical instrum 

0) 

13 Melting ices, sent in urgi 

14 Deviation or French r 

r C S 00 ™ 1 3 (9) 

to ir 1 * k irritating carp (t 
ra Play about CD 

i9 fackhorae exercises in the 
country (7) 

■si tress Association leac 
®ach produce a dally (5) 
23 Guide boat in turbulent R 

on ® 

-4 Brought up on staple foot 
said (4) 

Solution to Puzzle No. 7,84 
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THE 

EARTH SUMMIT 


The Earth summit in Rio de Janerio aims to bring together more than 160 World 
leaders to discuss the environmental agenda for the future. Clearly, environmental 
issues continue to impact on everyone-business, governments and individuals alike. On 

May 29 1992. . 

the Financial Times will publish a survey entitled The Earth Summit which wil 
examine the prospects for the summit, its scope and likely outcomes. This survey will 
attract widespread interest amongst, the Financial Times business readership 
world-wide for whom environmental issues continue to be of major importance. 4- /o 
of Chief Executives in Europe’s top companies ranked the protection of the 
environments among the top three future developments likely to have greatest impact 
on their business in the near future. If you want to reach this influential audience, call 

Alicia Andrews: 
on 071 873 3565 
or fax 071 873 3062. 


Data source: Chief Executives in Europe 1990 
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3* 2* Am Hotels 0 7S333 10x1® 2* 

2* 7. Am Intrnl 4 643 1* 1* 1* 

M* BP Am Ini Gr 0® 061137® AS* 84* 84* 

8* 4* Am Mil PI 2-00 38.1 5 5* 5* SU 

11* 10*An0jipl«:t 1.® 9-0 16 7 <1* « H* 
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A . 

79* 21* AmSOtBh 
G* 3* An«camp 
14* 18* AnadaiHo 
M* B* Analog Oev 
40 ffl* Angelica 
»* 51 1 * - 


-* 


17 ^ 17 ^ -* 

11* II* +* 
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33 26* SrMnPId 147 9.1 3 27* 
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475410* Cop Clues 010 0021 2® 462 452 * 458 

63* 52 Cap Wdg 132 2 5 91975 62% 52* 52% -* 
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PACKAGING AND 
THE ENVIRONMENT 

The FT proposes to publish this survey on 

May 28th 1992. 

The survey will be seen in 160 countries worldwide and will 
be of special interest to 21,000 readers in the UK who are 
decision makers on packaging. If you want to reach this 
important audience, call 

Alicia Andrews 
. on 071 873 3565 
or fax 071 873 3062 

£H»a source : BMRC Businessman Survey 1990 
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TURKEY 


The FT proposes in publish 
this survey on 

May 18 1992. 

U will be of particular interest 
io the professional invertors in 
over 160 countries and 54% of 
the chief executive* in Europe's 
Jar£C*i companies* who will 
see this survey, which will be 
distributed with the Financial 
Tunes on tins day. For further 
information about ndvcUtsulg 
and for a copy or the editorial 
syBPjw* please ttmiarU 
LONDON; Mrs Connie Davis 
on 071 873 3514 m 
Tax 071 873 3423 or 
TURKEY: Mr Giro Console. 
Toreo Sok 14 D.l Lcvcnt 
80600, IwanbnJ Tel. 90 1 
2795350 / 90 1 2792648 Fa*: 
90 I 2641761 or your usual 
Financial Times Representa- 
tive. 
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WORLD STOCK MARKETS 


AMERICA 


Inflation data fail to 


spur Dow to 3,400 


F INANCIAL TIMES Wednesday May 13 1992 

Interest rates explain Turkish decline 

Antonia Sharpe analyses both ends of the latest emerging markets performance chart 



Wall Street 


GOOD inflation news and 
another fall in bond yields 
failed to boost US stock prices 
yesterday, as investors passed 
up the opportunity to push the 
Dow Jones Industrial Average 
above 3,400, writes Patrick 
Harvcrson in New York. 

At the close the Dow was off 
12.46 at 3,385.12. At one point 
the index was more than 20 
points down, but a late rally 
halved the mid-afternoon 
losses. The more broadly based 
S tandar d & Poor's 500 receded 
2.21 to 416.28, while the Nasdaq 
composite index slipped 3.17 to 
583.96. Turnover on the New 
York SE was 194m shares. 

The day's inflation news - a 
02 per cent rise in April pro- 
ducer prices - was well 
received. The increase in prices 
was slightly smaller than 
expected, and some analysts 
said fresh evidence that infla- 
tion was not a threat to the 
economy left the door open for 
the Federal Reserve to cut 
interest rates further. 

That the Inflation, numbers, 
and the subsequent fall In 
bond yields, failed to provide a 
boost to prices was primarily 
due to technical factors. Deal- 
ers said that a short-term ceil- 


ing on prices had been set at 
3,400 on the Dow, and profit- 
taking emerged as soon as the 
index threatened to breach 
that level. 

Citicorp dipped $% to $187, 
in heavy trading after the 
banking group offered to 
exchange newly issued com- 
mon shares for all of its second 
mid third series adjustable rate 
preferred shares. 

General Mills put on 5% to 
$62% on news that its three 
continental European snacks 
businesses would be merging 
with three similar operations 
owned by Fepsico, which lost 
S% to 8357a. 

News Corp rose $1 to 533 in 
the wake of a tumround In the 
Australian parent group’s fis- 
cal third-quarter earnings. 

The Limited fell 52% to 52X7* 
after disappointing the market 
with first-quarter net profits of 
551.5m, barely higher than a 
year ago in spite of enjoying a 
one-off pre-tax gain of $9m. 

On the American Stock 
Exchange, Sbarro plunged 511, 
or almost a third, to $27 after 
Morgan Stanley cat its earn- 
ings estimate and investment 
ratings for the stock in the 
wake of the company's poor 
first-quarter performance. 

On the Nasdaq market, Mid- 
lantic jumped 51% to $10% in 


turnover of more than 2m 
shares after senior executives 
from the regional bank holding 
company were reported to have 
told analysts in New York that 
the company anticipated a fur- 
ther decline in its problem 

loans. 

In the «»we sector, Star Banc 
moved forward $7* to $37 and 
Fifth Third Bancorp declined 
S% to 542% on reports that 
institutional investors were 
putting pressure on Star Banc 
to consider a bid from Its rival 
Ohio h anking group. 


Canada 


TORONTO stocks tumbled 
from midday highs to end flat 
as bullish sentiment over the 
slight rise in the US producer 
price index waned late in the 
day. 

Weakness in New York 
muted growing optimism that 
has been seen in the Toronto 
market over the last few days. 
Traders noted, however, that 
Toronto may continue to out- 
pace New York as it has over 
the last two sessions. 

The composite index was up 
just 0.7 at 3,427.9 after reaching 
3.4440. Volume totalled 25.7m 
shares. Advances ran neck and 
neck with declines, finishing at 
286 each. 


T urkey and India lan- 
guished at the bottom of 
the emerging markets 
performance chart in April, 
while Pakistan comfortably 
secured the top slot 
According to the data pro- 
vided by the IFC, part of the 
World Bank, Turkish equities 
dropped by 9.8 per cent in local 
currency terms, but by a big- 
ger 14.5 per cent in terms of 
the dollar because of tbe lira's 
depreciation against the US 
currency. 

Mr Malcolm Cooper, who 
analyses Turkish stocks for 
London-based broker Carnegie 
International, says the fall in 
the equity market this year 
can be attributed partly to 
high interest rates, which 
have attracted domestic 
savings to the country’s highly 
developed public debt market. 
“There are a lot of short-term 
investors in Turkey, and this 
makes tbe equity market vola- 
tile.” he adds. 

The recent crop of good first- 
quarter results from the corpo- 
rate sector have so far been 
ignored by the stock market. 
But Mr Cooper believes they 
could still spark a short-term 
upward correction over the 


next month. He also notes that 
equity valuations have dropped 
back to levels seen in the mid 
to late 1980s, when interna- 
tional investors first entered 
the market. 

The government’s commit- 
ment to raising the success 
rate of its privatisation pro- 
gramme, while regarded as 
positive by analysts, is not 
expected to improve the stock 
market’s fortunes greatly. 

India, which had jumped 35.3 
per cent in dollar terms in 
March following a government 
budget designed to open up the 
country’s capital markets, 
retreated 14.4 per cent last 
month as a brokers’ strike and 
trading scandals prompted 
panic c oiling . 

Some foreign analysts are 
relieved that the speculative 
bubble has burst, since Indian 
share prices had lost touch 
with fundamentals, such as 
slowing industrial production 
and uncertainty about future 
corporate earnings. They add 
that the Indian stock market 
will have to fall a lot further to 
attract foreign investment. Its 
gain in the first four months is 
a hefty 74 per cent 

By contrast. Pakistan 
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rebounded by 13.8 per cent last 
month, reducing its fall since 
the start of the year to 12.4 per 
cent, compared with a drop of 
22.2 per cent at the end of 
March. 

Investor sentiment had been 
harmed by investigations into 


speculative buying on the 
stock market and, more 
broadly, by the power struggle 
in neighbouring Afghanistan. 

Latin America was generally * 
firmer, with the exception of 
Mexico which weakened 4.9 per 
cent on fears that there would 


not be enough demand for the. 
government's placement of 
more shares in Telmex this 
month. However. Mr Tony 
Ewell of BZW says that 
response to the issue picked up 
just before the pricing of the 
issue this week. 
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EUROPE 


Rights issues prospect weighs on equities 



ASIA PACIFIC 


Nikkei turns lower on 
arbitrage-related selling 


Tokyo 


WHILE THE Nikkei average 
turned lower on arbitrage-re- 
lated selling, sentiment 
remained positive on the 
strength of the yen and 
advances in overseas markets, 
writes Emiko Terazono in 
Tokyo. 

The 225-issue average closed 
99.56 off at 18.508.53 after a 
day's high of 18,716.58 and lew 
of 18,486.89. A rise in the 
futures market had moved 
equities higher in the morning. 

Volume totalled 400m shares, 
up from 394m. Dealers led the 
activity, with investment 
trusts and foreigners staying 
on the buy side. The Topix 
index of all first section stocks 
lost 2.40 to 1,385.81, but 
advances remained ahead of 
declines at the close by 577 to 
401, with 154 issues unchanged. 
In London the ISE/NIkkei 50 
index was 0.08 firmer at 
1,106.74. 

Traders said most partici- 
pants had become confident 
that 17,000 is now a firm sup- 
port level for the Nikkei. Mr 
Chris Newton at James Capel 
said domestic institutions were 
buying cautiously but not 
actively chasing the rally. 
“Some institutions expect 
another buying opportunity at 
17.000." he added. 

A total of 24 issues reached 
new highs for the year, while 
three, including Sekisui Chemi- 
cal, fell to new lows. Sekisui 
dropped Y36 to Y885 as inves- 
tors. discouraged by the com- 
pany's losses on securities 
investment, continued to sell 
the shares. 

Speculative stocks, which 
had been bought by dealers, 
fell on profit-taking. Meiji Milk 
Products receded Y29 to Y915 
and Morinaga Milk YB to Y839. 
However, Okamoto. the con- 
dom maker, added Y30 at 


Y1.420 on continued dealer 
buying. 

Blue chip electricals, which 
had gained ground on bargain 
hunting, eased on light profit- 
taking by institutions. Sanyo 
Electric declined Y12 to Y481 
and Toshiba Y2 to Y660. 

Housing-related issues rose 
on firm condominium sales fig- 
ures for April, Haseko gaining 
Y20 to Y635 and Daikyo Y3Q to 
Y1.180. 

Nippon Telegraph and Tele- 
phone recovered Y8.000 to 
Y646.000. Investors were 
encouraged by finance minis- 
ter Mr Tsutomu Hata's com- 
ment that the government 
would consider measures to 
support the stock. The state- 
ment follows calls by Mr 
Gaishi Hiraiwa, a business 
leader, for official support of 
NTT's share price. 

Foreign investors bought 
machinery issues. Toshiba 
Machine climbed Y37 to Y841 
and Hitachi Seilri Y52 to Y600. 

In Osaka, the OSE average 
finished 72.67 higher at 
21,286.41 in volume of 24.5m 
shares. Individuals sought low- 
priced laggards, and textile and 
machinery shares advanced. 


Roundup 


FEATURING the Pacific Rim 
markets yesterday were Hong 
Kong and Australia, the former 
attaining a new all-time peak 
and the latter recording its 
highest close since last Novem- 
ber. Manila was shut for the 
presidential elections. 

HONG KONG met profit-tak- 
ing late in the session after 
gaming nearly 80 points in the 
first hour. The Hang Seng 
index ended 73.59 up at 
5,705.93, its first close above 
5,700. Turnover was HK$3.6SbtL 

Cheung Kong rose 40 cents 
to HKS34O0. Hong Kong Tele- 
com added 35 cents at HK510.10 
after a strong overnight perfor- 


mance in the US. while HSBC 
put on 25 cents to HK544.50. 

AUSTRALIA saw strong 
interest in blue chips. The All 
Ordinaries index gained 14.7 to 
1.676J3 in turnover of A$227.5ni. 

BHP moved ahead 16 cents to 
A514.10 after saying that it 
planned to develop an oil and 
gas field. News Corp added 42 
cents at A521.72 ahead of 
reporting a rise in net profits 
for the nine months to March. 

SEOUL’S composite index 
closed 1.12 down at 586.40 in 
turnover of Won241.2bn. 

Hyundai group subsidiaries 
rose after Mr Chung Ju-yung, 
the company’s founder and a 
presidential candidate, pledged 
to dismantle big conglomer- 
ates. Hyundai Motor gained 
Won200 to Wonl7,000 and 
Hyundai Engineering & Con- 
struction WonSOO to Wonll.500. 

BOMBAY suffered another 
plunge as a trading scandal 
widened. The BSE Index 
dropped 333.68, or 9.8 per cent, 
to 3,086.37. 

TAIWAN gained ground on 
bargain hunting following 
Monday’s sharp decline. The 
weighted index put on 21.07 to 
4^89.24 in TJi328bn turnover. 

NEW ZEALAND’S capital 
index advanced 22.61 to 
1,494.95. supported by overseas 
buying of Carter Holt Harvey 
and Fletcher Challenge. CHH 
climbed 11 cents to NZ$2.58 
and Fletcher appreciated 13 
cents to NZ$3.67. 

KUALA LUMPUR’S compos- 
ite index eased 0.89 to 603.08 in 
turnover of MS73.3m. 


SOUTH AFRICA 

JOHANNESBURG maintained 
Its strong ran although indices 
eased by the dose. Industrials 
gained 18 to 4,529, but off the 
day's high of 4,535. The over- 
all index advanced 7 to 3,634 
while the gold index shed 8 to 
1,067. 


RIGHTS ISSUES in the 
pipeline, or merely in prospect, 
added to strike fears in Ger- 
many to take the edge off con- 
tinental equities yesterday, 
writes Our Markets Staff. 

MILAN sank to another 1992 
low on fears that more compa- 
nies would announce capital 
increases to beat the privatisa- 
tion programme expected from 
the state holding company. Iri, 
in the second half of the year. 
Fiat lost L100 to L5.025 on 
rumours that it was planning a 
rights issue but then 
rebounded L15 later. The 
Comit index fell 6.45 to 481.50 
in turnover estimated at 
LlOObn after Monday's LS6.6bn. 

Burgo dropped L560 or 7.9 
per cent to L6.570 as discon- 
certed traders over-reacted to 
news of a 3 per cent drop in 
1991 consolidated net earnings 
and a dividend cut of L200 to 
L450. 

The aeronautics group, Ale- 
nia. dropped L174 or 9.7 per 
cent to Ll.620 on reports that 
Germany wanted to scale down 
the Eurofighter programme. 

PARIS fell back as traders 
got wind of a cash call from 
Pechiney International, details 
of which emerged piecemeal 
after the close. Analysts said 
that other companies were 
likely to take advantage of the 
market's recent strength to 
make rights issues. Possible 
candidates were Accor and 
Saint Go bain, they said. The 
CAC-40 index dropped 1386 to 
2.063.63 in heavy turnover of 
FFr3.4bn. 

Pechiney International fell 
FFr9 to FFr207 in anticipation 
of its funding move. The state, 
which owns 60 per cent of 
Pechiney International via its 
parent, Pechiney, is not going 
to exercise its warrants at the 
upcoming striking date in 
June. 

These warrants were taken 
on and exercised yesterday by 
a banking consortium. Pech- 
iney International said the new 
shares were being sold in a pri- 
vate placement to investors in 
France and abroad. 

Alcatel Als thorn, whose first 
quarter results were in line 
with expectations, fell FFr18 to 
FFr661 on profit-taking. 

Euro Disney dropped FFr5.70 
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or 4.4 per cent to FFr125.30 on 
a report that attendance at the 
theme park was below target 
Eurotunnel was another casu- 
alty, dropping FFr135 or 5 per 
cent to FFr37.60 in 1.4m shares 
amid talk that it would have a 
rights issue reserved for TML 
to resolve their cost dispute. 

FRANKFURT expressed con- 
cern about the prospect of a 
metalworkers' strike but equi- 
ties maintained their holding 
pattern. Following a 1.10 
decline to 706.82 in the FAZ 


index at midsession, the DAX 
closed 1.87 lower at 1.751.16. 
market turnover easing from 
DM6 Obn to DM6-2bn. 

Among carmakers, Daimler 
fell DM7 to DM782. dealers 
blaming reports that a fighter 
jet which its Deutsche Aero- 
space unit had helped develop 
was unlikely to be be built. 
Volkswagen fell DM4.30 to 
DM392. and this fell was put 
down to profit-taking after Its 
recent rally. 

Dresdner Bank closed 


DM230 higher at DM359.80 for 
a two-day gain of DM6.80, 
reflecting buying for Friday’s 
dividend payment. Continen- 
tal, the tyremaker, recovered 
DM4.20 of Monday's DMll loss 
to close at DM26&20, after the 
downward revision of weekend 
rights issue expectations. 

ZURICH broke its uptrend on 
general and specific grounds. 
Higher Swiss money market 
rates weighed on the banking 
sector, within which SBC bear- 
ers dropped 5Fi6 to SFr28L 

After the close the US rating 
agency, Moody’s, said that it 
had downgraded SBCs senior 
debt to AA-1 from AAA, and 
SBC said that this would have 
no material effect. The SMI 
index fell 123 to 1,950.8. 

STOCKHOLM ran into profit- 
taking. The Affirsvariden Gen- 
eral index eased 8.1 to 1,006.4 
in turnover of SKr576m after 


SKr677m. 

Volvo fell back on disap- 
pointment that rumours of an 
early merger with Renault bad. 
not been confirmed. Its B free 
shares fell SKr7 to SKr444. 
Ericsson rose SKrl to SKrl35 
on news of a SKr700m tele- 
phone system order in Tokyo. 

AMSTERDAM weakened 
slightly with the CBS Ten- 
dency index losing 0J2 to 131X2- 

Buehrmann-Tetterode rose 
FI 1.10 to FI 49.40; it reported 
lower first quarter profits, but 
forecast an improvement over 
the year. Ahold was 90 cents 
stronger at FI 88 on better first 
quarter sales while Intematio- 
Mueller put on FI 2^0 or 3.5 per 
cent to FI 67 ahead of tomor- 
row’s annual meeting. 

MADRID lost ground on 
profit-taking. The general 
index fell 1.18 to 257^1 in turn- 
over estimated at Ptal4.5bn. 




FT- ACTUARIES WORLD INDICES 


Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co., and County NatWest/Wood 
Mackenzie in conjunction with the Institute of Actuaries and the Faculty of Actuaries 


NATK9NAJ. AND 
REGIONAL MARKETS 


TUESDAY MAY 12 1992 


MONDAY MAY 11 1992 


DOLLAR INDEX 


Figaros In paromnases 
snow number ol Unas 
01 stock 


Australia (69). .. 

Austria (19| 

Belgium (46) 

Canada 

Denmark (35)... . 

Finland (15) 

France (105) 

Germany (65) 

Hong Kona (55) 

Ireland (16) 

Italy (781.. .. 

Japan (473) 

Malaysia (68) 

Mexico (18) 

Netherland (25) 

New Zealand (Ml 

Norway (23) 

Singapore (38) 

South Africa (61)... 

Spam (50) 

Sweden (25) 

Switzerland (59).... 
United Kingdom (228) . 
USA (522) 


us 

Dollar 

Index 

Day* 

Change 

% 

Pound 

Starting 

Index 

Yen 

tndor 

DM 

Index 

Load 

Currency 

Index 

Local 
% dig 
on day 

Gross 

Dlv. 

YWd 

US 

Dollar 

Index 

PowkJ 

SlatSog 

index 

Yen 

Index 

DM 

Index 

Local 

Currency 

Index 

1992 

High 

1992 

Low 

Year 

age 

(approx] 

.. 150.46 

+ 1.2 

123.07 

124.06 

126.84 

133.29 

+0.9 

4.13 

148.73 

122.95 

125.18 

126.85 

132.06 

153.68 

140.94 

143.05 

.... 165.32 

-0.1 

135.23 

136.32 

139.37 

140.05 

-0.8 

2.09 

165.47 

138.78 

13957 

141.13 

14154 

186.70 

102.46 

201.21 

... 143.60 

+ 1.2 

117.46 

118.40 

121.05 

118.46 

+ 0.2 

5.14 

141.85 

117.26 

119.38 

120.98 

11854 

145.19 

135.87 

138.92 

.... 127.68 

+0.0 

104.44 

105.27 

107.62 

111.59 

+0.0 

3.28 

127.72 

105.58 

107.49 

108.92 

111.54 

142,12 

125.60 

136.92 

. - 240.35 

+0.1 

196.60 

198-20 

20262 

206.62 

-0.8 

1.78 

240.02 

198.41 

20202 

204.71 

20721 

273.94 

226.81 

239.69 

.... 82.35 

+ 1.1 

87.36 

67.91 

6942 

76.46 

+0.3 

1.89 

81.47 

87.34 

8857 

69.48 

7653 

89.80 

73 64 

115.31 . 

.. . 167.06 

+0.6 

136.65 

137.76 

140.82 

142.62 

-0.7 

3.30 

16602 

13754 

139.73 

14159 

143.63 

167.06 

146.06 

137.96 

.... 120.79 

+ 1.0 

98.80 

99.62 

101.82 

101 22 

-0.1 

2.28 

11856 

9854 

100.64 

101.97 

101.97 

122.84 

114.07 

110.64 

.. 236.10 

+ 1.1 

193.12 

194.68 

199.04 

234.75 

+ 1.1 

3.48 

233.62 

193.12 

196.62 

19956 

232.22 

238.10 

17656 

155.83 

.... 16028 

+ 0.4 

133.56 

134.64 

137.64 

139.90 

-0.7 

3.79 

162.61 

134.42 

138.87 

138.69 

140.83 

173.71 

151.78 

156.37 

... 69.11 

-0.1 

56.53 

56.99 

56.26 

62.99 

-13 

3.66 

69.22 

5752 

53.25 

59.03 

83.84 

8056 

68.92 

7953 

.... 104.33 

+ 1.8 

85.34 

66.03 

87.97 

86.03 

-0.4 

0.99 

102.65 

84.85 

86.39 

87.56 

88.39 

140195 

88.70 

138.85 

241.74 

+0.5 

197.74 

199.33 

203.78 

234.47 

-0.3 

2.76 

240.63 

19852 

202-52 

20552 

235.07 

250.18 

21249 

230.01 

.... 1636.43 

+0.2 

1338.57 

1349.39 

1379.54 

5530.38 

-0.3 

1.06 

163348 

1349.98 

1374.51 

1392.65 

5549.42 

1789.77 

137051 

990.72 

.... 156.38 

+ 1.0 

129.96 

131.01 

133.94 

132.37 

-0.1 

4.22 

15729 

130.02 

13258 

134.15 

132.52 

158.88 

147.88 

140.82 

44 30 

*12 

36.73 

37.03 

37.85 

44.84 

+ 1.6 

5.70 

4455 

36.66 

3753 

3753 

44.12 

48.52 

42.01 

51.19 

.... 187.65 

+0.1 

153.49 

154.74 

15820 

161.86 

-0.7 

1.58 

18759 

154.90 

157.72 

1S.62 

183.03 

19255 

16156 

207.10 

. . 213.71 

+0.3 

174.81 

176.23 

180.16 

162.01 

+0.1 

2.02 

213.01 

176.08 

17958 

181.67 

161.91 

228.43 

192.78 

201.62 

.... 241.25 

-1.5 

197.33 

198.93 

203.37 

18343 

+0.2 

2.75 

244.94 

202.47 

206.15 

208.90 

183.05 

203.60 

203.16 

208.60 

.. . 156.70 

+0.6 

128.18 

12922 

132.10 

120.37 

-0.6 

5.05 

155.81 

128.80 

131.14 

132.89 

121.05 

180.47 

146.86 

163.48 

19422 

+0.7 

15807 

160.16 

163.74 

168.13 

-0.4 

269 

(92.52 

159.48 

16256 

164.55 

168.79 

13452 

173.09 

17&59 

.... 105.49 

+ 1.0 

8828 

88.99 

88.94 

98.38 

-0.8 

2.17 

104.44 

88.33 

87.91 

89.09 

96.93 

105.49 

95.99 

94.16 

.... 198.53 

+ 0.5 

162.40 

163.70 

167.35 

162.40 

-0.6 

4.56 

197.58 

16351 

16656 

168.48 

163.31 

196.53 

165.85 

172.08 

169.76 

—0.5 

138.86 

139.99 

143.12 

169.76 

-0.5 

2.94 

170.60 

141.03 

143.50 

145.51 

170430 

171.66 

160.92 

150.55 


Europe (788) 

154.97 

+0.6 

126.76 

127.79 

130.85 

129.62 

-0.5 

3.79 

154.00 

127.30 

129.61 

131.35 

130.30 

154.97 

139.31 

139.66 


18149 

+0.4 

148.45 

149.65 

153.00 

150.78 

-0.8 

214 

180.78 

149.44 

152.16 

154.19 

151.66 

18802 

109.68 

178.97 

Pacific Basin (717) 

110.25 

+ 1.5 

90.18 

90.91 

92.94 

91.77 

-0.2 

136 

108.57 

89.75 

91.38 

92.60 

91.99 

141.97 

94.40 

138.23 

Eure -Pacific (1606) 

128.36 

+ 1.1 

104.98 

105.83 

108.20 

107.43 

-0.4 

253 

126.85 

104.94 

106.84 

108.27 

107.84 

145.21 

113.80 

139.75 

North America (637) 

167.12 

-0.5 

136.70 

137.62 

140.91 

165.00 

-0.5 

?98 

167.92 

138.81 

141.35 

143.24 

166.58 

169.69 

158.70 

149.62 

Europe Ex. UK 1561) 

129.23 

+ 0.7 

105.71 

10659 

108.97 

110.77 

-0.5 

319 

128.28 

106.04 

107.99 

109.43 

111.31 

129.79 

121.81 

119.90 


168.54 

+ 1.0 

137.86 

139.00 

142.10 

150.58 

+0.8 

3.81 

18831 

137.97 

14030 

142.37 

149.37 

16804 

149.00 

142.73 

World E* US (1700) 

130.58 

+ 1.0 

106.79 

107.86 

110.07 

109.70 

-0.3 

254 

129.28 

106 .85 

108.80 

110.25 

11006 

146.91 

116.45 

140.82 

World Ex. UK (1994) 

137.54 

+0.4 

112-SI 

113.42 

115.96 

124.77 

-0/ 

Z46 

137.02 

113.27 

115.33 

116.87 

12506 

150.58 

127.21 

140.21 

World Ex. So. Af. (2161).. 

142.15 

+ 0.4 

11658 

117.23 

119.84 

127.78 

-0.4 

2.70 

141.55 

117.01 

119.15 

120.74 

128-31 

153.05 

130.04 

142.65 

World Ex. Japan (1749)... 

164.39 

+00 

134.47 

135.57 

136.61 

152.54 

-04 

3 27 

164.41 

135.91 

138.39 

140.25 

153.16 

164.41 

153.20 

146.62 

The World index (2222)... 

T42.7S 

+0.4 

116.80 

117.75 

120.39 

126.28 

-0.4 

270 

14223 

117.57 

119.71 

121.32 

128.80 

153.70 

130.66 

14303 


Times Limited, Goldman, Sachs & Co. and County NartVest Securities Limited. 1987 


ETBA 




THE HELLENIC INDUSTRIAL 
DEVELOPMENT BANK SA. 

INVITATION FOR EXPRESSION OF INTEREST 
in the purchase of the shares 
of ABEEETH 

(HEATING EQUIPMENT MANUFACTURING 
AND TRADING COMPANY) 

As part of the Greek government's privatisation policy . 
ETBA intends to sell its shareholding (100%) in ABEEETH 
(the Company). J.S. Gadd & Co. Limited has been given 
the exclusive mandate by ETBA to act as the financial 
adviser in the divestiture of the above shareholding. 


Brief Overview of the Company 

ABEEETH was established in 1988 and took over the 
activities of THERMIS S.A., a traditional boiler 
manufacturer established in 1931 which was then put into 
liquidation. It manufactures and markets cast iron water 
boilers and healing elements and has an estimated 10% 
market share. It also sells air-conditioning and other heating 
equipment. All products are marketed under the 
"THERMIS" brand name, the rights for which are held by 
the Company. The Company's rented plant facilities 
measuring 1 1.000m 2 are situated in Rizoupoli, Attica. The 
Company employs 104 people. 

Key Financial Figures (GRD million) 



1989* 

1990 

1991** 

Sales 

1. 212 

1.078 866 

Net Profits (losses) 

8 

05) 

(176) 

Net worth 

203 

188 

14 


(*) Results referring to 15 month period 
(**) Provisional figures 

Privatisation Procedure 
The privatisation process involves three distinct phases. 


In the first phase, interested parties will contact in writing 
J.S. Gadd & Co. Limited, or their representative in 


either J.S. Gadd & Co. Limited, or their representative in 
Greece KANTOR Management Consultants. They will then 
receive the full privatisation procedure as well as an 
information memorandum for the Company. Interested 
investors may express their interest in participating in toe 
second phase, in writing to Gadd or KANTOR by May 2-, 
1992 and sign a confidentiality agreement. 


In the second phase, interested investors will be given 
identia) information and will be able to visit 


access to confii -- 

the company facilities. Tbe second phase will last until June 

In the third phase, interested investors will be asked to 


in tne tm ro pn ase. interested investors wui oe bskco io 

submit to ETBA by 1300 hours on June 22, 1992, binding 
offers for the acquisition of the company's shares 
accompanied by a letter of guarantee for GRD 25 million. 
The offers will be opened immediately after submission and 
announced to the interested parties. No offer will be 
accepted after the above deadline. 


ETBA, through J.S. Gadd & Co. Limited, reserves the right 
to request from potential buyers additional information in 
order to verify their capability to complete the transaction. 


ETBA reserves the right to request clarifications on 


submitted proposals, to ask interested parties to improve 
their offers, to reject all offers submitted or to modify the 


privatisation procedure. 

For the information memorandum as well as for any further 
information on the privatisation procedure and the 
timetable, interested investors should contact: 


J.S. Gadd it Co limited 
45 Bloomsbury Square 
London WC 1 A 4AR 
Tel: 4471-2425544 
Fax: 4471-1090577 
Atm: M.S. Camwaft 
N. Robinson 


KANTORManagement 
Consultants 
4 Tziraion St 
117 42 Athens 
Tel. 01-9239650 
Fax: 01-9228401 
Attn. C-S- Mitropoulos 
K.Giannakopoulou 
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n ;; p 1,1 BZVf 5 May Day in Moscow, 1992: crowds In snowy weather watch the traditional changing of the guard near Lenin’s Mausoleum, while (right), at a Moscow supermarket, a man counts Ms money. Prices 

.... , - lo (be “h , erf most goods have soared as Russia allows prices to float In the first steps towards a market economy. 

"' ^ Russia's political and social fabric has borne recent shocks with astonishing resilience, 

reports John Lloyd from Moscow 
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A RUSSIA reforming is a 
vertiginous place. So 
many questions are 
open: .so many issues are not 
resolved, the resolution of so 
many of these seems unattain- 
able; so many movements and 
trends point to deepening 
chaos; and yet, so many signs 
of hope and optimism now 
appear from beneath the con- 
stitutional and institutional 
rubble of the collapsed Soviet 
imperiom. 

The best of times for chroni- 
clers, It is the worst, of times 
for forecasters; who, either 
Russian or foreigner, could 
weigh with a hope of certainty, 
the competing masses of 
threats and possibilities? 

Say the Russian people most 
rise against the privations they 
are «pwiencing, and you must 
counterpoise a history of stoic 
endurance of much worse. 

Say the shoots of enterprise 
are bursting out, and court 


indaiit contradiction by a still 
powerful, enterprise-bating 
bureaucrat 

Say that the centre cannot 
make its writ run throughout 
the country , now that Party 
and state control has collapsed, 
and you must at the same time 
admit that Washington DC bad 
little purchase on many of the 
states of the Union at the same 
time as the US was bounding 
ahead of the old world a cen- 
tury ago. 

Pessimists and optimists 
both find themselves on shift- 
ing ground, confounded by the 
last person they met. Such is 
the nature of the continuing 
Russian revolution: the judg- 
ments made on its outcomes in 
more settled times will no 
doubt trace Tines of inevitabil- 
ity: they are not apparent now. 

In times no more settled but 
mare predictable, two years 
ago, the PT published a large 
s u rvey on what was still not 


the former Soviet Union. Its 
motif was less of reform than 
of disintegration: of national 
and economic struggles still 
constrained by a weight of a 
Party which sought to mono- 
polise political activity every- 
where except, arguably, the 
Baltic ?- of the maintenanc e of 
a Union which, for example, 
the Ukraine, still dourly 
Upheld 

Much of what has happened 
dure that, time was still held 
then, by Russians and other 
Soviets and foreigners, as 
un thinka bly dangerous. It is 
one of the signs of hope that 
few of these dangers have (yet) 
come to pass. 

The collapse of Union and 
Party authority since that time 
has been more or less com- 
plete, though of course the 
effects will still course through 
politics here and abroad for 
years to come. 

The putsch in August of last 


year delivered a coup de grace 
to a political process which 
was pretty for advanced - 
clearing the way for national 
agendas which had been held 
in check by, among other 
things, fear of just such a reac- 
tion. The fear, however, was of 
one rather better organised 
and more ruthless than the 
real thing luckily turned out to 
be. 

R ussia, with haif-Rus- 
gjgTi fahamed Kazakh- 
stan. clung on to the 
Union longer than any other 
state: it signed the Union 
treat y which Mr Mikhail Gorb- 
achev (now a pensioner) had 
begged and wheedled all to 
acknowledge. 

But months before Mr Gorba- 
chev read bis imchar acterigH- 
caJJy brief statement of resig- 
nation just before last 
Christmas, it was clear this 
was an empty shell; and Rus- 







sia, with the two other Slav 
states of Ukraine and Belorus- 
sia, had become a founder 
member of tie Commonwealth 
of Independent States, later 
extended to all other former 
Soviet republics save the three 
Baltic countries and Georgia - 
which, under the leadership of 
Mr Zviad Gamsakhurdia, 
refused to accede on the 
grounds that it was a front for 
Russian imperialism and now, 
under the leadership of Mr 
Eduard Shevardnadze, is not 
signing because the CIS has 
proved to be a front for noth- 
ing very much at all 
It is still a little too early to 
write tie obituary of tie com- 
monwealth: later this week, 
the leaders of the common- 
wealth should meet in Tash- 
kent, in Uzbekistan, for what 
tie most enthusiastic of tie 
CIS presidents, Mr Nursultan 
Nazarbayev of Kazakhstan, has 
said must be a make-or-break 


meeting. 

None of the elements which 
must necessarily attend a suc- 
cessful co-operative alliance 
state have been developed: 
there is no f unctioning autono- 
mous centre: no mechanism for 
confronting disputes except 
bilateral contacts (which could 
function as well between states 
not linked in tie CIS); less and 
less of a common army, as Rus- 
sia, the paymaster of tie “CIS 
forces” now concentrates on 
building up its own military. 

The only function it seems to 
have is that which Mr Leonid 
Kravchuk, the subtle Ukrai- 
nian president, has outlined for 
it: of seeking to conduct a civi- 
lised divorce. 

Even that, however, is not 
yet really being undertaken: 
there has been no division of 
Union property, except on tie 
rough justice principle of each 
state taking what is on its ter- 
Continued on next page 



Daunting inheritance 
for Boris Yeltsin 

■ Russia’s president Yeltsin, pictured above, faces a 
critical period in the next few months. Meanwhile, 
tie youngest cabinet in Russian history - most of 
the key ministers are In their 30s - Is being 
entrusted with tie momentous task of switching the 
country to a market economy after 75 years .. PAGE 6 

ON OTHER PAGES 

■ Economic reform: starting down a bumpy road to 
the market - report by Martin Wolf .. PAGES 2 and 3 

■ Privatisation: optimistically, the government hopes 

to achieve large-scale privatisation projects by the 
end ©» 1993 PAGE 4. 

■ The regions and peoples of Russia: a fresh bal- 
ance must now be struck PAGE 5 

■ The new government something of a miracle. 

■ War on corruption PAGE 6 

■ Agricuture: food supplies are now the biggest 
threat to political stability. 

■ Oil: the state's most prized resource PAGE 7 

■ Russian entrepreneurs: out of the shadows at last 

■ Drastic cuts In research bring an uncertain future 

for fop scientists PAGE 8 

■ The environment: much Illness Is linked to Indus- 
trial pollution PAGE 9 

■ Armed forces: money tor butter, not guns, Is 

today's priority PAGE 10 

Editorial production: Michael Wiltshire. 

Graphics: Bob Hutchison: pictures: Tony Andrews. 
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TO SOME THIS OIL FIEU) IS VIRTUALLY EMPTY, 10 TOTAL IT IS MORE THAN HALF FULL 
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OU is a precious commodity; And a finite one. At 
TOTAL, it's a fact we're more aware of than most. 

• Being one of Europe's five leading oil companies, 
and one of the world's ten largest, we feel a special 
responsibility. 

Unfortunately, conventional extraction techni- 


ques leave large amounts of oil in the ground. Which 


It fs one of many advances that we have made 


means oil fields are deemed exhausted, when they are at TOTAL as a result of our considerable investment in 


well over half fun. 


At TOTAL we have mastered and developed new 


theoretical, technical and practical research. 

Innovations that beneiit not only the many 


TOTAL 


technology that improves recovery, enabling us to wring countries in which we operate, but also ensure the future 

significantly more oil from different types of oil fields. growth ol our Increasing!’ global business. 


TOTAL BY NAME. TOTAL BY NATURE. 









Norton Rose 


As a result of the expansion of its legal practice in the 
former Soviet Union, Norton Rose’s Moscow office has just 
moved and its new address is: 


Norton Rose 

Staraya Basmannaya Ul. 14, 
Moscow 103064, 

Russia. 


HOPTOH POY3 
Crapasr EacMaHHa* yJL 14, 
Mockbs 103064, 

Poccuh. 


Telephone Local: 262 1803 TeJie<j)OH MecrHMH: 262 1803 

Telephone International: +7 095 220 4211 Tene<j)OH MejKjtyHapojtHbifi: 7 095 220 421 1 
Fax Local: 262 1519 OaKC Mecrawfi: 262 1519 

Fax International: +7 095 220 4214 <Pbkc MencHyHapoaHbm: 7 095 220 4214 

Marcia Levy, the solicitor in charge of the Moscow office, has been 
joined by Chris Ferguson as a resident solicitor. Chris has come from 
Norton Rose’s London Energy Group. 

Norton Rose’s Russian practice covers inward investment into Russia, 
privatisation, shipping, aviation, energy and natural resources, banking, 
project financing and dispute resolution. 

The expansion of the Moscow office is opening up new and exciting career 
opportunities for enthusiastic general corporate lawyers, with at least two years’ 
admitted experience, who will deal with a range of corporate, commercial and 
banking transactions generated through our contacts in Eastern Europe. 

For further information contact: 

Marcia Levy or Chris Feiguson in Moscow 
or Francis Chronnell or Edward Lee-Smith at Norton Rose in London 
(Tel: -H14 71-283 2434, Fax: +44 71-588 1181). 

LONDON ■ HONGKONG ■ BRUSSELS ■ PARIS ■ SINGAPORE ■ BAHRAIN ■ PIRAEUS ■ MOSCOW 
A member of The Norton Rose M5 Group of independent legal practices. 



President Luda Kazieva 


HERMES LIMITED 



Hermes trades and maintains large ownership interests in the following areas: 


EXPORT: 


IMPORT. 


JOINT VENTURES: 


REAL ESTATE: 


PRODUCTION: 

INFRASTRUCTURE- 


Oil 

Metals 

Timber 

Cotton 

other raw materials 

All basic household. 

Clothing, foodstuffs and 
office consumer products 

Technology transfer and 
foreign representation projects 

Hotels, offices, land, 

warehousing and retail properties 

Various manufacturing facilities 

Offices and mail outlets 
in most republics as well as 

warehousing, transport and 

distribution capabilities 


FOR FURTHER INFORMATION PLEASE CONTACT ONE OF OUR 
FOLLOWING INTERNATIONAL OFFICES: 


Russia 

Liudmila L. Kazieva 
Zimlanoy Val, Theater 
Taganca, Moscow 109004 
Tel: 7-095-272-7864 
Fax:7-095-292-6511 
CONDOR 


United Slates 
Me. Eric A. Haydock 
1401 Johnson Ferry Road 
Suite 328-A9 
Atlanta, GA 30062 
Tel: 1-404-977-2193 
Fax: 1-404-977-5863 


Europe 

Mr. Zeb Bradford 
1 Northumberland Ave. 
London WC2N5BW, 
England 

Ifel: 44-71-872-5500 
Fax: 44-71-S72-5611 


LET HERMES BE YOUR WINDOW OF RUSSIAN OPPORTUNITY 
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After the tumblings of the Gorbachev era, Bo ris Yeltsin s 
government of young technocrats at last takes re form in hand, 

says Martin Wolf ^ 

Starting down a bumpy § 


road to the market 




YEGOR GAIDAR, Russia's 
dynamic young deputy prime 
minister in charge of economic 
reform, deserves sympathy. 

Working with his team of 
equally young ministers, under 
the leadership of President 
Boris Yeltsin, he is engaged in. 
perhaps the most difficult and 
ambitious programme of eco- 
nomic and social reform ever 
undertaken. Yet not only are 
the people at large sullen and 
the apparatchiks of the former 
regime volubly opposed; but 
even the small band of west- 
ernised intellectuals criticises 
the government at every turn. 

They complain of the failure 
to start structural reforms 
before price liberalisation: they 
complain of the failure to pri- 
vatise housing; they complain 
of the fall ore to de-monopolise 
industry: they complain of the 
failure to sustain monetary 
coordination throughout the 
the former Soviet Union; and 
they complain of the harshness 
of the monetary squeeze. Soon 
they will convince the people 
that their difficulties are owed 
to the present government, not 
to its predecessors. 

Indicators of acute 
economic crisis 

They will not convince the 
government itself. As it told 
the International Monetary 
Fund in its Memorandum of 
Economic Policies of February 
1992, "by the beginning of this 
decade, the economy was in a 
state of acute crisis, marked by 
declining output, accelerating 
Inflation, obsolescent capital 
stock, pervasive distortions in 
the relative price structure, 
serious structural imbalances, 
and severe ecological prob- 
lems." 

This is, if anything, an 
understatement Russia is the 
largest re mnan t of a defeated 
and bankrupt empire: Of that 
there is one nigh on perfect 
indicator, so despised has the 
Soviet ruble become that at 
present market exchange rates, 
Russia's annualised gross 
national product in the first 
quarter of 1992 was smaller 
than Belgium’s. 

Consider the government’s 
short term inheritance: 

• Falls in the former Soviet 
Union's measured gross 
national product of 4 per cent 
in 1990 and 13 per cent last 
year. 

• External debt of over $80bn 
and virtually no foreign 
exchange reserves. 

• Rapid declines during 1990 
and 1991 in production and 
export of oil, Russia's most 
valuable single commodity. 

• Real industrial wages up by 
over 20 per cent between 1987 
and 1990, and by still more in 
1991, if only on paper, despite 
falling productivity. 

• Years of fiscal profligacy, 
tniimfnflting last year in a bud- 
get deficit for the Union of 20 
per cent of GNP. 

• A monetary overhang at the 
end of 1991 of large, but 
unknown dimensions. 

• A debauched currency 
shared by 15 largely uncoordi- 
nated central banks. 

• And a breakdown of eco- 
nomic relations among enter- 
prises and, still more, among 
republics. 

No government would wish 


Recession arid reform In eastern Europe 
and the Soviet Union. 

% per annum . . I 1 1990 ( \ 

m - V m i — i — mi—-" 



% per annum 


GNP/GDP growth 


Inflation. 



% Of GNP 
20 — 


Budget deficit 


CSFR ' Hungary Poland Romania * .USSR 


BrocMngt Papin onEccrorofc t 


) and EccraxriQ Reform fa Russia*; 

ty 1 ;t 98 eJortheomlno 


to start from here. But reform 
could hardly have started from 
anywhere else. Only the bun- 
glings of the Gorbachev era 
could have made radical 
reform inevitable. How, other 
than in the name of peres- 
troika, could the command sys- 
tem created by Stalin have 
been so thoroughly disman- 
tled? 

Yet that very bungling 
makes successful reform exas- 
peratingly difficult For, as was 
the case in Poland in 1989, 
though to a still greater extent, 
the R ussian government starts 
with a severe stabilisation cri- 
sis, itself a symptom of the 
breakdown of the Soviet state. 

As Mr Gaidar remarks with 
justified bitterness, “we have 
had three years of strongly 
negative growth from 1988 to 
199L We paid for the absence 
of reforms: now we must pay 
for reforms. We cannot stand 
three more years of that: one 
year only (1992) is possible." 

Mistakes should be . 
Judged with tolerance 


So bleak an inheritance 
means that the efforts of the 
government should be 
regarded with sympathy and 
its mistakes judged with toler- 
ance. But it also offers a ray of 
hope: can a country so rich in 
resources, yet so extravagant 
in their waste, not do better? 

On 28 October 1991, Presi- 
dent Boris Yeltsin, freed by the 
foiled August coup from both 
the communist party and the 
Soviet government, announced 
a programme of radical reform 


focusing on economic stabilisa- 
tion, financial reform and pri- 
vatisation. 

Then, on 19 December the 
government approved the liber- 
alisation of most prices, except 
only for a few staple foodstuffs 
(including vodka), energy (par- 
ticularly oil) a nd housing. 

The decision to liberalise 
prices was, and remains, con- 
troversial. It violates, for exam- 
ple, the sequence recom- 
mended in the 500 day 
programme for radical reform 
put forward at the end of 1990 
by a group headed by Presi- 
dent Gorbachev’s close adviser 
at that time, Stanislav Shat- 
ahn. That programme recom- 
mended starting with struc- 
tural ^bang »^ including radical 
privatisation, before price lib- 
eralisation. 

The government started with 
price liberalisation for four 
main reasons: 

• Reduction in the huge bud- 
get deficit would be impossible 
if subsidies were not dramatic- 
ally reduced... 

• Shortages, queues, and grey 
and black maiketeexing were 
social cancers. 

• Both greater competition 
and reductions in waste 
require sensible prices. 

• The easiest thing for a gov- 
ernment that wishes to show it 
means business Is to stop 
doing things that are harmful, 
like controlling prices. 

Yet the best indication that 
formal price liberalisation is, 
indeed, not enough is the cha- 
otic expansion of street trading 
that followed the government’s 
controversial decree on free- 
dom of trade. This was a crisis 
measure, which allowed people 
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to take goods from the 
distribution chain - bo 
front or the back door. ^up 

resell them. 

As a result the paven$h»J! 
Moscow now host one; op thar 
world’s most densely ffirwigwB 
street baaaare. - ” 

Surge in. prices 
eliminated queues . W 

As happened elsewhere, 
notably in Poland, prices rose 
by far more than expected: 
three and. a halt times in the 
first month even on official fig- 
ures. 

The surge in prices has low- 
ered the unrealistic o ffi ci a l 
estimates of real incomes by 40 
per cent But it has also elimi- 
nated the shortages and 
queues that reflected not only 
the gap between wages and the 
value of output, but also the 
“monetary overhang", or 
unspendable store of roubles. 

At the end of last year the 
stock of broad money (M2 on 
the Russian definition) was 
about 80 per cent of GDP. By 
the end of March 1992 that 
ratio had fallen to below a 
quarter. 

Inevitably, money became 
very short, particularly cash, 
the d e mand for which (at the 
present free value of the notes) 
surpassed the capacity of the 
four printing plants (all located 
in Russia): many workers have 
been told that there is no cash 
for their wages. 

Substantial progress has 
been achieved on the budget 
Hefirit- Mr Gaidar insists that 
in the first three months of the 
year the budget was balanced: 
the Ministry of Finance says 
there was a deficit of about VA 
per cent at gross domestic 
product on an expenditure 
bflftis and S per cent on the 
basis of commitments, 
although international finan- 
cial Institutions suspect it may 
be over 10 per cent. 

Nevertheless, the Ministry of 
Finance has' achieved some- 
thing that has eluded most 
post-Communist governments: 
the establishment of a reliable 
source of revenue independent 
of profits in the state enter- 
prise sector. 

Revenue from value-added 
tax has risen from Rbsl0.5bn 
(roughly J80m at the market 
exchange rate) in January, to 
Rbs54bn in March. To this will 
soon be added taxation erf both 
domestic consumption and 
exports of oil and gas as their 
prices are raised towards world 
levels. 

After initial difficulties in 
January, following the intro- 
duction of a new system of 
export taxation, export perfor- 
mance has also recovered. 

Postponement of the export 
taxes, introduction of a market 
exchange rate for hard cur- 
rency and curtailment of 
administrative regulations 
reversed the decline in exports 
at the beginning of the year. 
Meanwhile, rescheduling of 
payments of principal on 
medium- and long-term loans 
due in 1992 has saved R ussia 
$llbn of the $2lbn that comes 
due this year. 

Continued on facing page 


A more open, far less threatening place 


Continued from previous page: 
ritory - thus producing the 

absurdity of little Be loros sia 
being a “nuclear power," and 
of poor Kazakhstan having the 
capacity, at Baikanur. to 
launch satellites. 

This leaves Russia on its 
own: a nation shorn of its 
external Soviet (and Tsarist) 
empire - though containing, 
in the numerous ethnic groups 
within its borders, the traces of 
much earlier Imperial expan- 
sion. 

As Mr Boris Yeltsin, the Rus- 
sian president, saw just about 
two years ago, Russia was the 
prize winch was most desirable 
to win as the Union faltered 
and fell. 

His political instincts gave 
fiiwi a better feeling for the 
movement erf forces than was 
apparently available to Mr Gor- 
bachev, and has left him in 
command as the former strug- 
gles to retain his visibility on 
the sidelines. 

Yet Mr Yeltsin's inheritance 
is a daunting one, even for a 
spirit as resilient as his has 
proved to be. like the symbols 
of Soviet power which remain 
everywhere visible throughout 
Russia, the economy, the soci- 
ety and the institutions remain 
substantially unreformed and 
retain a large latent power. If 
not to recover a former author- 


ity. then certainly to block 
change and to force compro- 
mise. 

At the Congress of Peoples' 
Deputies in April, it was appar- 
ent that the majority of that 
particular unreformed body - 
whose deputies still owed their 
election to the system under 
which seats were allocated to 
the Party and its front organi- 
sations - was hostile to the 
government's economic 
reforms, in revolt against the 
special presidential powers -to 
select the government and 
push through decrees and 
reluctant to even discuss new 
drafts of a constitution. 


Declaration of support 

Under the pressure of the 
government’s threatened resig- 
nation, the parliament was led 
to agree a declaration of sup- 
port for the economic reforms: 
but Mr Yeltsin was put under 
notice to propose a new gov- 
ernment, including a replace- 
ment for himself as Prime Min- 
ister, within three months - 
while the draff constitutions 
were not even brought to the 
floor of the Congress. 

In this case, the unreformed 
nature Of the Congress suited 
Mr Yeltsin and the govern- 
ment: for had it been democrat- 
ically elected, with a clear 
mandate from the people, its 


criticisms and decisions would 
have carried more weight 

As It is, Mr Yeltsin is able to 
again go to the country with 
his own version of a constitu- 
tion crafted to give him, as 
President, full powers to 
appoint governments and to 
issue decrees. 

His supporters in the demo- 
cratic parties are now setting 
about collecting the necessary 
a million signatures to hold 
such a referendum: it will be 
divisive, but he must now 
assume that his popularity, 
and the present lack of an 
alternative figure to challenge 
his preeminence as a politi- 
cian, will see it through. 

He can also profit by the dis- 
array among the emerging 
political parties and groups. 
The communists, now under 
various banners, showed, dur- 
ing the Congress, that they had 
little force on their own: only 
when allied to the nationalists 
could they be decisive. 

’However, that alliance 4s a 
distrustful and tense o ne , with 
each group seeking to maxim- 
ise its position and often 
enmired in ideological disputes 
of litde interest to the public. 

The various democrats are 
similarly split and distrustful, 
but with various degrees of 
reluctance are prepared to 
back the government pro- 
gramme, and the president, for 


lack of an alternative. 

The next few months are. a. 
critical period: the govern- 
ment, having won support 
from the Group of Seven coun- 
tries and the IMF to the tune of 
$24bn in backing for their eco- 
nomic programme, must now 
implement it*, the government 
must keep credit tight, attempt 
to move towards rouble con- 
vertibility, put more effort 
behind privatisation of small 
businesses and the transforma- 
tion of the larger state compa- 
nies into joint stock enter- 
prises. 

If they succeed, they will 
force companies to adapt; that 
adaptation will, in turn, cause 
bankruptcies and unemploy- 
ment - the malign result of a 
much-needed movement 
[ More shocks are yet to come. 
The political and social fabric 
has so for borne such shocks 
with astonishing resilience, 
confounding the pessimists at 
home and abroad. 

Russia, today, is a much 
more open, much less threat- 
effing place, with relatively 
free media and with a broad 
gace given to the profession of 
frith and opinion. 

The potential for reaction 
and chaos is clear yet the pos- 
smilitus for -its full member- 
ship of and integration -in 
world society has never been 
greater. 
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Uoscow fndt and vegetable market: the tjuaoes have gone, bat the prices am now too high 


by Tony < 


A predictably 
high price 


Continued from previons page 

The action so far has had a 
high, if predictable, price: 
industrial output is estimated 
by the government to have 
fallen by 13 per cent in the first 
quarter of 1992 below the level 
of a year before. 

The behaviour of Russian 
large enterprises has been sim- 
ilar to that in other post-com- 
munist countries. Tim failure 
of such -large enterprises to 
respond hi ways that would 
mafc» sense in a market econ- 
omy is the central problem of 
post-canmumist' reform. The 
problem fin 1 government totbat . 
it can do almost nothing with 
these enterprises, but can also 
do little without them. 


Soaring debts 

She combination of price EIk 
e raMsatjop with credit control 
has been greeted by higher 
lakes, lower output, nonpay- 
ment of . debts due to other 
enterprises (with such debts 
soaring to some 20 per cent of 
GNP within a little over three 
months) . and screams of 

tmgrngVi 

Hie response has been made 
wane by the collapse in mifi- . 
taiy expenditures: These were 
once somewhere between 15 
and Spur cerit dfS6vlet GDP, 
but are now down to a mere 8 
per cent of Russian GDP in the 
first quarter of 1992. 

The catatonia of the larger 
state enterprises Ispredictahle. 
Since the “reforms" embodied 
in the Law on State Enter- 
prises of 1987, enterprises 
answer almost entirely to their 
managers and, still more, to 
their workers. Russia is no lon- 
ger a country of “state capital- 
ism". Yugoslav self-manage- 
ment Is a more relevant 
pa r allel. 

The principal concern of 
such enterprises is with meet- 
ing their wage bills and pres- 
erving employment. In the 
short term, their behaviour can 
only be changed by starving 
t hem of money. But the prob- 


lem with starving enterprises 
of money Is that they are Kttfe 
mare frightened of the govern- 
ment Awn it is of foe *"- They, 
too, have a sanction: the social 
consequences of feefrown col* 


Mr Andrei Nechayev, the 
economics minister, says he 
has r uftiea^ «n encouraging 
shift in the petitions of the 
steady stream of enterprise 
managers he receives in his 
office in the former Caspian 
state planning commission 
braiding in the centre of 
Moscow: they no longer 
n yfqn i w he fan hrip then) with 
supplies, but want him to dole 
out fhaap money. Be Hafrmt he 
t from to cut their prices, 
wages and staff, instead. 

Mr Nechayev also expects Mr 
Wnrfc Yeltsin, fee Bogdan pres- 
- to »rf g n a decree an bank- 
ruptcy. This wifi allow the gov- 
ernment to force 10 or 15 
companies into liquidation, he 
says: a small beginning, but an 
important demonstration to 
others of the consequence of 
failure. But can the govern- 
ment force, or even permit, 
more flnm a handfhi of enter- 
prises to close, when the result 
will be huge increases in open 

prit-iii plnyint^t? 

Inextricably linked to the 
behaviour of enterprises is that 
of wages. i. .-.i 

“Given the rapid growth of 
wages in the material sphere in 
the latter part rtf 1991 and early 
1392 **, says the gn p w m M nt in 
its fflwnflmndwm to flip IMF, 
“which risks fuelling inflation 
and may cause unnecessary 
unemployment, the govern- 
me nt is p repared if necessary 
to introduce measures to pre- 
vent excessive growth In 



Tim ravages of Inflation: once these notes were worth $50 
each... now they are worth around SO cents 


The chances are that it wifi 
have to. Bare too, however the 
question is whether the gov- 
ernment will be- prepared to 
allow the bankruptcies that 
alone would make the envis- 
aged wage tax effective. 

Macroeconomic control is* in 
tact, almost impossible without 
changes in the structure and 


ownership of enterprises, ft is 
largely because of the scale of 
inter-enterprise indebtedness 
that the government hay felt it 
necessary to authorise 
R bai Hin in extra investment 
credits fr om the Central Ban! 
of Russia over the next six 
months. 

Mr Nechayev has also put 
iwiife Rhs42bn to assist defence 
conversion and another 
Rbs40bn far social protection of 
dis placed wo rk ers in the mili- 
tary sector (neither' being very 
much, given the scale of the 
problems). 

Pressures from the economy 
(and the budget) are more 
likely to imdarmhv* monetary 
control than the widely dis- 
cussed policy differences 
between the government and 
the central hanfc 

Mr Gyorgy Matiukhin, chair- 
man of the Central tianlr of 
Russia, far example, insists be 
has no fundamental disagree- 
ment with government. Mr 
Nechayev says that “we don’t 
folly believe in the top manag- 
ers of the Central Bank, but if 
they resign now, it wont nec- 
essarily be better than if they 
stay." 

Mr Gaidar himself now 
argues that the Russian econ- 


omy needs to be "remonetised'. 
Unfortunately, the monetary 
grease is to be provided by the 
central 

The Central Bank at Russia 
is expecting an increase in the 
money supply of between SO 
and 120 per cent this year. 
Some of that will come from 
pvw ipri«rtinn of fly budget def- 
icit, expected by the govern- 
ment to be about 5 per cent of 
GDP. 

A credit line to the Ministry 
of Finance of RbsSTbn has Just 
been established. Far more will 
come from the Rbs200bn prom- 
ised to enterprises. Applying 
the multiplier of 2-5L5 cm cen- 
tral bank credit deemed nor- 
mal in Russia, tt* total credit 
expansion already agreed is 
Rbs700850bn. or about 50 per 
cent of recent levels. 

Russia’s central bankers do, 
Tndppd, fund to see their job as 
pr ov idin g credit to the econ- 
omy. The effect of the rate of 
interest on the willingness to 
hold money, for example, is 
outride their customary way of 
thinking. 

It was wife reluctance, there- 
fore, that the central bank was 
persuaded to raise its discount 
rate to over 50 per cent in early 
April, even though foliation 




Moscow, l( 
Telephone: 204.1 


5, Oriflcov tans, Moscow, 107801, Russia. 
Telephone: 2OA89JB0 

Telex: 411817TOKOB SU; Fmc (7-095)97533.77 

Masha Poryvaeva str^ 

(90.14) FtocC7*095) S7&2S.7OT9 

History: Established In October 1888 as a 
commercial bank. 

Owners hi p : Main shareholdera: state-owned A 
private enterprises, fradbig companies, off producing 
& refinery companies, commercial & savings banks. 
Insurance companies A Joint ventures. 

Management Victor Yakunin (Chairman), Vyacheslav 
Khokhlov (First Deputy Chairman), Oleg Baguirov 
(Deputy Chairman), Evgeni DJIma (Deputy Chairman), 
VitaH Laptev (Deputy Chairmen). 
CORRESPONDENTS: Bankers Trust Company; 
RepubBc National Bank of New York; Dresdner Bank 
AG; Deutsche Bank.AG; Barclays Barrie PLC; 

National Westminster Bank; Eurobank; 
CredHonstaK-Bankweiri; Kansaffls-Osake-PankW; 
Deri honks Bank. AS; Skamflnavlafca Ereddkia 
Banfcen; Svenska Handetabankan; International 
Moscow Bank A other foreign banks. 

1891 1990 

SUR m.* (Ind. USD m.) 

4513 (84JZ) 153.1 < - ) 

1,124.9 (43.3) 887.3(1.6) 


Liabilities: Dec 31 
. Shereoapttal 
Current A deposit acc. 
Shortterm borrowings 
from domestic batiks 
! Other Babiltties 
Rrerfft. 

Total HabMties 


%34&2 (8.0) 24U (05) 

714.5 (16.7) 114 JQ(-) 

102.0 (Z9) 213 (-) 

4,738^ (155.1) 1^417^(2.1) 
1991 1990 

SUR m. (incL USD m). 

6195 (925) 147^ (0.4) 


Assets: Dec.31 
Cash & niacinus 
prftii berries bidtxflng 
raserves ottite 
USSR State Bank 203 { - ) 839 

otherbanks 5885(92.4) 63^(-) 

Loans to customers 3^81.2 (5J>) 1,109-9 (1,7) 

Premises & equipment 29.0 (-) (-) (-) 

Other assets ; 808.7(575) iea7 (-) 

deluding securities (-)(Z6) (-) (-) 

Total assets 4,738Jt (155.1) 1,417.9(2.1) 

-* oteXchar^erste 1 U.S5 =1^713 SUR. 

- Meetings: February. Branches : St Petersburg, 
Stavropol, Vtedhromok.Yurfino-SaWimftisk, Odessa, 
K»w^^rwail,1)ntep^ ... 
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RODITI MOSCOW LTD. 

The Russian-British Trading House 
Rodfti Moscow Ltd. 
has successfully established.’’ 
The first major wholesale and 
distribution project in Russia 
Partnership with a substantial 
chain of retail stores 
Distributor network for office 
equipment throughout Russia 
and the CIS 

Manufacture and export of electronic 
components and raw materials 
Advertising, Marketing 
and Legal services 


Group Turnover in 1991 of 
1,140 million roubles 
Anticipated turnover in 1992 of 
18 billion roubles 

Roditf Moscow Ltd. 
is seeking partners to develop these 
and other exciting opportunities. 
Please corrtact:- 

London 

Tel: 071-439 4390 Fax:071-434 0896 

Moscow 

Tel: (7) 095 963 3627 Fax: (7) 095 963 5137 

St. Petersburg 

Tel: (7) 812 164 8036 Fax: (7) 812 164 3211 


Onset of open inflation 
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.m heralds the start of reform 
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was estimated at almost 20 per 
r*nt in March al ww (an «" mw| i 
rate of over 700 per cent). With 
huge energy price rises in pros- 
pect, foliation is likely to con- 
tinue at a torrid rate. 

Programme ahead 

The government’s pro- 
gramme for fee rest of the year 
and beyond cove n: 
e Privatisation by auction of 
small-scale shops and enter- 
prises (now started in just a 
few cities) in 1992. 
e Private ownership of land; 
privatisation of food produc- 
tion distribution, 
e Dom c po ttritaation of indus- 
try; commercialisation of 
larger enterprises and their 
mass privatisation in 1993. 
e Creation of an adequate 
social safety net 
e Further price liberalisation. 
Including fee raising of energy 
prices to world levels. 

• Liberalisation of interna- 
tional trade. 

• And resident convertibility 
of the rouble on current 
account 

None of this will be easy. 
Some of it will be hugely dif- 
ficult Small scale privatisation 
is feasible and desirable. Priva- 
tisation of large scale enter- 
prise wifi tarn out to be for 
more difficult than the go ve rn- 
ment- imagines 

If experience elsewhere is 


any guide, ministers will be 
driven to industrial policy, but 
will foil to make a success of it 
Meanwhile, any safety net 
could be swiftly broken by a 
large increase in unemploy- 
ment 

Energy prices most be raised 
if the economy is to be more 
efficient (not to mention less 
polluting). The government 
h«g annou nced its H«iiH* >n to 
raise the of oil from Rbs350 
price per tonne to between 
Rbsl.800 and Rbs2£00 and 
achieve parity with world 
energy prices by the end of 
1993. 

Domestic taxation of Ml 
gas is expected to amount to 
4.7 par emit of GDP and taxa- 
tion of exports, largely of (dl 
and gas, to 9.1 per cent of GDP 
in the nine months of 1992, 
according to the government’s 
February memorandum to the 
IMF. 

These taxes - up from very 
little in the first quarter of 1992 
- will be paid by domestic 
consumers and, above all, by 
those in other members of the 
Commonwealth of Indep en dent 
States. Offsetting subsidies or 
credits will be necessary, at 
least for a transitional period, 
if output is not to collapse. 

The planned convertible and 
fixed exchange rate will 
increase competition in the 
economy as well as provide a 
degree of monetary stability. 


Equally, the government is 
right to believe the present 
market exchange rate is highly 
undervalued. To give only one 
indication, at recent mtehang p 
rates of KbsZ23-I80 to the dol- 
lar. Russia's exports are almost 
as large as its GOT. 

Should the nominal rate not 
appreciate before it is fixed, 
tire result will be real apprecia- 
tion through domestic infla- 
tion. This is what has hap- 
pened since December 1991. 
The real value of the market 
exchange rate for the cash 
ruble has appreciated more 
than six times, but only 
because of aomyprtr inflation. 

Exchange convertibility 
demands monetary control and 
monetary control demands 
curbs on emission in other 
republics of the CIS. But this 
Gordian knot the government 
has decided to cut, by the sim- 
ple expedient of making the 
rouble Russian. 


Key questions 

Nothing is easier fliayt rais- 
ing questions about the likely 
performance - or. indeed, sur- 
vival - of the Russian govern- 
ment: 

• Can a legal culture support- 
ive of private enterprise be 
established in Russia’s barren 
soil? 

• How high might unemploy- 
ment go and how well will Rus- 


sians cope with it? 

• Can Russia finance a polit- 
ically and socially adequate 

safety net? 

• Will it be possible to create 
fee minimum needed coopera- 
tion over trade and payments 
among the main members of 
the CIS? 

• Can small enterprises and 
fanning be privatised quickly? 

• Can large state enterprises 
be restructured and privatised 
and. if so, how much time w&l 
it take? 

• How Jong will it be before 
economic growth resumes? 

• How far can one rely on the 
patience of the Russian people? 

• With IMF membership 
agreed, how soon will the 
West’s JMhn be available and 
how much difference might it 
make? 

The questions come easily. 
So do criticisms. It is not true, 
for example, that there are no 
alternatives to what the gov- 
ernment is trying to do. There 
arc. But few offer anything 
other than disaster. This is at 
the least a dynamic and con- 
vinced reforming government, 
if one starting on a long and 
difficult road. 

It will need much help from 
abroad and much patience at 
home. It will need luck as well. 
But it offers a chance, inevita- 
bly no more, of what fee world 
wants: economic recovery and 
political stability in Russia. 
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Long before the political and economic 
barriers starred coming down across Europe, 
Price Waterhouse was at work behind the Iron 
Curtain quietly dismantling the business ones. 

This long term involvement means Price 
Waterhouse now has well established offices 
in Russia, Hungary, Czechoslovakia and 
Poland ready to help you benefit from this 
vast potential market. 

And, as the top decision makers in the 
countries turn to Price Waterhouse for advice 
on. .Accountancy, Management Consultancy, 


Corporate Finance, Tax and Legal matters, no 
one has more experience of negotiating the 
obstacles to business than us. 

So, if you’re planning to do business in 
Russia, calk to us first. You can reach Bruce 
Edwards at Price Waterhouse in London 
on 071 939 3000, or Susan Shale/Bryon Ratliff 
at Price Waterhouse in Moscow on (7 095) 
2375902, Fax (7 095) 2302936. 


Price Waterhouse # 
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Optimistically, the government hopes to achieve large-scale privatisation by the end of 1993, says Martin Wolf 


The difference between economic reform and revolution 


PRIVATISING the Russian 
economy is the most revolu- 
tionary - or rather counter- 
revolutionary - policy of the 
Russian government. For mass 
privatisation is the difference 
between economic reform and 
revolution. 

Price liberalisation and mac- 
roeconomic stabilisation could, 
in theory have been attempted 
fay reform communists. But 
successful privatisation would 
spell finis to Bolshevism. Its 
aim is not just to create a new, 
more competitive economy. It 
is to create new classes, new 
attitudes and new relations 
between government and the 
governed. 

Counter-revolutions are 
prirna fade no easier to make 
than revolutions, especially 
when, as was true of Lenin's 
proletariat in 1917, the class 
that will be the obvious benefi- 
ciary - the bourgeoisie, both 
big and small - now hardly 
exists. 

The government does not 
even possess secure control 
over the levers of national 
power. Its sole advantage is. in 


Size of industrial enterprises compared 
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the words of Anatoly Chubais, 
minister for privatisation (or, 
more precisely, “chairman of 
the committee for the manage- 
ment of state property of the 
Russian Federation"), that the 
planned privatisation involves 
a move “from an absolutely 
artificial to a normal economic 
system". 

Privatisation means the 
assignment of existing soci- 
alised property to private own- 
ers. But, more fundamentally, 
it demands effective establish- 
ment and protection of private 
property in its three main 


aspects - the right to use 
property, the right to enjoy the 
income and the right to dispose 
of it. 

The government hopes - 
over-optimisticaily, beyond a 
doubt - to achieve much of 
the transformation by the end 
of 1993. 

For 1992. Mr Chubais has set 
himself three main tasks: 

■ To make irreversible the 
privatisation of small enter- 
prises. by auction or tender. 

■ To turn large enterprises 
into joint stock companies, fol- 
lowed by at least partial priva- 


The same the 
whole world over 


Here in Moscow (and now in St Petersburg too), we operate to 
exactly the same high standards you would expect of Arthur 
Andersen anywhere. We work for both Russian and international 
clients on a full range of accounting, audit, tax and consultancy 
projects. These include: 

• Privatisation: evaluating and implementing plans 

• Restructuring: helping industry and the banking sector 
modernise and improve productivity and control 

• Investment: advising foreign companies on how best 
to structure their investments, acquisitions and 
joint-ventures 

• Reporting: introducing international standards of 
auditing and financial reporting, and meeting all 
local audit and tax requirements. 


For further information please contact 
Hans Jochum Horn in Moscow on 095 298 64 56/57 
Arthur Andersen, U1 Novoriasanskaya 40, 107060 Moscow. 
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tisation of most of them in the 
course of 1993. 

■ And to solve the problems 
involved in distributing priva- 
tisation vouchers to the popu- 
lation. 

Experience in both Poland 
and Czechoslovakia suggest 
that rapid privatisation of 
small enterprise is both feasi- 
ble and effective. Partly influ- 
enced by these successful 
examples, the decree of the 
president of the Russian Feder- 
ation on privatisation, promul- 
gated on 29 December 1991 
(decree number 341) puts most 
small enterprises into the cate- 
gory of “obligatory privatisa- 
tion". 

However important it may 
be, even small privatisation 
has gone slowly so Ear. But a 
start has been made with a 
programme that the govern- 
ment hopes will prove a replic- 
able model for the whole of 
Russia: that for mass small- 
scale privatisation in Nizhny 
Novgorod (previously Gorky), 
Russia’s third largest city and 
traditionally its main trading 
centre. 

This city was chosen by the 
government and the Interna- 
tional Finance Corporation (an 
affiliate of the World Bank), 
because of the enthusiasm of 
the governor and mayor and 
because of the relatively low 
level of corruption in that city. 

The intention In Nizhny Nov- 
gorod has been to sell off some 
2.000 small businesses over the 
six months following the start 
of the programme in March. 
Privatisation is by auction, 
either of long-term leases or or 
outright ownership in the case 
of stand-alone premises. But 
some product lines, notably 
bread, will have to be kept by 
auctioned shops for a year. In 
addition, existing employees 
enjoy discounts in the auction. 

The auction in Nizhny Nov- 
gorod has started successfully, 
argues the minister, if in a 
small way, with just 21 shops 
sold at the first auction on 4 
April But a precedent has now 
been established, one that the 
rest of Russia will be required 
to follow. To that end, the gov- 
ernment will use what Mr Chu- 
bais calls “traditional instru- 
ments, acceptable to the 
normal Russian mentality. We 
have mandatory tasks for each 
region, which show the propor- 
tion of enterprises that must 
be privatised by the end of this 
year.” 

As is shown in the chart, the 
December decree lays down 
such quotas in fine detail, to be 
acted upon by regional gover- 
nors appointed by the presi- 
dent 

What will be the fate of 
recalcitrant governors? They 


will be dismissed, says Mr Chu- 
bais. But he is hopeful that 
this will be unnecessary, since 
"normal bureaucrats don’t 
want to be the first but also 
don’t want to be the last Each 
must now choose his own 
strategy, because the way is 
now clear. They know that if 
they are the last in the queue, 
there is a danger that they will 
be dismissed. 

“This is not just a govern- 
mental position, but the posi- 
tion of President Yeltsin- We 
have enough instruments to 
force local authorities to do the 
job,” he says - though, Mr 
Chubais admi ts, this ma y well 
not apply to the autonomous 
republics. 

Resistance of local authori- 
ties is only a part of the prob- 
lem. That of managers and 
workers is at least equally sig- 
nificant The need to carry out 
privatisation speedily is why 
Larissa Piyasheva, adviser on 
privatisation to Gavriil Popov, 
the radical mayor of Moscow, 
recommends selling property 
at low prices to workers' collec- 
tives. 

Strong objection to Ms 
Piyasheva’s views comes from 
Yelena Kotova, until recently 
General Director of the 
Moscow State Property Office. 
For her. as for Mr Chubais, 
auctions of property are essen- 
tial. Such ideological conflicts, 
along with the fierce political 
struggle between the mayor 
and the Moscow City Soviet 
(council), have led to a stale- 
mate on privatisation in 
Moscow. Mr Chubais, for his 
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Foreigners wifi be 
allowed to play a part 
In privatisation. Russia 
expects that there will 
be a substantial capital 
inflow into the country 


part, reluctantly accepts 
Moscow’s autonomy as, in his 
words, “another republic." 

But for Russia as a whole, he 
far prefers auctions: because 
merely granting enterprises to 
workers at a negligible price 
does not change their behav- 
iour; because the revenue gen- 
erated by privatisation - 
RbsSbn in the first quarter of 
1992, up from Rbs200m in the 
whole of last year - is itself 
valuable; because benefits from 
transfer of state property into 
private hands should be shared 
by the population as a whole, 
not just by workers; because 
experience in Nizhny Novgorod 
demonstrates that the objec- 
tions of workers’ collectives 
can be overcome, especially if 
many win in the open auc- 
tions, as they have in about a 
third of the cases; and because 
auctioning need be no slower 
than giving enterprises away. 

The government believes 
that it is its duty to “find a 
balance between the interests 
of those inside and those out- 
side the enterprises." 

It intends, therefore, that in 
the privatisation of both small 
and large enterprises “there 
will be privileges for different 
social groups; it is very impor- 
tant that people do not feel this 
exercise is for the benefit of 
the old nomenclature and the 


mafia." Workers, for example, 
will receive 25 per cent of the 
equity in larger enterprises, 
and managers 5 per cent, but 
both in the form of non-voting 
shares free of charge. 

Workers will also have the 
opportunity to purchase an 
additional 10 per cent of shares 
in their enterprise at a dis- 
count of 30 per cent. For simi- 
lar political reasons, privatisa- 
tion vouchers will be 
distributed, not later than 
autumn this year, says the 
minister, with the precise 
details of the scheme to be 
decided by mid-May. 

Meanwhile, for Russians who 
can afford to pay - of whom a 
part will, indeed, be drawn 
from those who had been high 
up in the previous power struc- 
ture, or who had acquired their 
money illegally - there will be 
an open auction of shares, 
without any privileges. 

All this assumes that the 
government can halt, or at 
least contain the pace of “spon- 
taneous privatisation", 
whereby managers of enter- 
prises and local bosses are 
diverting the assets of state 
enterprises into their own 
hands. Mr Chubais is optimis- 
tic -“we have had no legal 
basis for privatisation until 
now: all privatisation has been 
semi-legaL The only way to i 
curb spontaneous privatisation 
is to introduce a normal legal 
structure," he says. 

Now that the west has made 
a commitment to provide S24bn 
to Russia, Mr Chubais also 
expects that there will be a 
substantial capital inflow into 
the country. Foreigners will, 
therefore, be allowed to play a 
part in privatisation. But the 
minister says that there should 
be no special exchange rate for 
the rouble, to be used when 
buying shares, as was formerly 
mooted. 

Instead, Mr Chubais says 
that the Government intends 
to “multiply the book value of 
the property (when sold to for- 
eigners) by some co-efficient. 
There could be special auctions 
only for foreigners - but this 
is still to be decided." A special 
privatisation programme is 
also being prepared in the 


Profile of a young Russian entrepreneur 


Champion of free enterprise 


A PHYSICS graduate. Mr 
Karim Arginbayev, 28, used to 
dream of devoting his life to 
science. As it happens, be 
turned out to be more suited to 
making money in the new Rus- 
sia. 

Occupying a little office 
leased from a scientific insti- 
tute in Siberia, Karim Argin- 
bayev has all the qualities it 
takes to make it as an entre- 
preneur in the former Soviet 
Union: brains, contacts, daring 
and a willingness to get his 
bands dirty. 

His path to success is typical 
of a first generation of biznes- 
myeny (businessmen) to grow 
up in the nibble of Commu- 
nism but who are still per- 
ceived by the people at large as 
vile spekulyonty (speculators). 

The day I met him be was 
taking a second-hand Japanese 
car to a bank manager as a 
present for lending him 
Rbsl5m at 30 per cent interest 
for nine months. With monthly 
inflation estimated at 40 per 
cent, such a negative Interest 
rate was indeed worth such a 

gift. 

Karim’s career started just 
three years ago when he 
decided, upon, finishing his mil- 
itary service, to take advantage 
of a new law allowing the esta- 
blisment of cooperatives. 

Thanks to the new legisla- 
tion, Karim was able to do 
legally what blackmarketeers 
under the late Soviet leader 
Leonid Brezhnev did illegally. 
He set up a cooperative to bot- 
tle ginseng lotion made in his 
native Kazakhstan. But 
“because it takes time to get 
money back on productive 
investment,” be also opened a 


small firm called ARNA for 
lucrative trading in goods in 
short supply. 

His business plan for ARNA, 
of which he designated himself 
chairman with a board of direc- 
tors, was breath-takingly sim- 
ple. 

On the strength of a contract 
be concluded to buy imported 
audiocassettes in the far east- 
ern port of Vladivostok, he per- 
suaded a friendly bank man- 
ager to lend him RbsLm for 
three months at 15 per cent Be 
put Rbs50,000 into ARNA as its 
starting capital and bought a 
container full of audio-cas- 
settes. 

He then sold the cassettes, 
bought himself a car, a house, 
and a da c ha, and returned the 
money to the bank. He then 
borrowed a further RhsSm 
from another bank, hired some 
people to work for him. bought 
a second car and. . .a new 
batch of audifreassetttes. 

Having repeated this process 
a few more times, but not 
returned the subsequent bank 
loans, he now has outstanding 
debts of Rbs28m. 

While other entrepreneurs 
laundered Communist party 
funds or stole state property to 
get started, Karim accumu- 
lated his capital on the back of 
the primitive Soviet state 
hanking system. Each loan was 
rewarded by a present for.the 
bank manager - usually ' an 
audio-cassette player or a 
microwave oven - without 
which he would have been told 
that credit was either not 
available or only offered for a 
triple-digit rate of interest 

The beauty of the whole 
scheme now is that should he 


default the banks win not be 
able to seize the cars and 
dacha because the money was 
lent to ARNA as a limited com- 
pany. 

On the production side. 
Karim has used some of the 
money to set up a small factory 
on leased premises at the state- 
owned Botanical Gardens, just 
outside the Novosibirsk oka- 
demgorodok (academic town- 
ship). In return for his 
co-operation, the Botanical 
Gardens director has been 
given shares in the enterprise, 
which produces ginseng 
essence to revitalise tired 
Siberian miners. 

From Karim’s viewpoint, he 
is simply spreading wealth and 
banefitting from a vacuum of 
effective laws to regulate busi- 
ness activity. 

From a young age, he was 
well-disposed towards free 
enterprise and capitalism - 
“my grandfather was shot by 
the Communists; my father 
brought me up not to like 
them." 

Having attended a special 
school for children with scien- 
tific talent, the affab le young 
man quickly decided after 
uuiverity and a year working 
at the Institute of Inorganic 
Chemistry that science was not 
for him. He preferred “working 
with people." 

His next project is to set up 
Investment trusts for Russian 
capitalists to fund research by 
Russian scientists into new dv- 
nan-oriented technology - 
"otherwise we will pay for this 
in future by relying on foreign 
brains." 


energy sector. 

Most state enterprises are to 
be involved in privatisation by 
the end of 1993, though the 
plans for next year are far from 
firm - “there will be resis- 
tance and so we must be quite 
flexible,” says Mr Chubais. 
Flexibility will certainly be 
needed. 

An immediate problem is the 
financial straits to which 
attempted stabilisation has 
already reduced many of these 
enterprises, a problem the min- 
ister regards as “serious, but 
temporary." Where enterprises 
are bankrupt for technical or 
structural reasons, privatisa- 
tion will be combined with 
attempts to make enterprises 
healthier, says Mr Chubais, 


perhaps through use of foreign 

credits. . . 

Nobody can have any doubt 
about the solo of the obstacles 
- social, political and eco- 
nomic - to the property trans- 
formation that the government 
is intending. The question of 
privatisation of land, for sawn- 
pie, is Still highly sensitive, as 
was shown in the debate In 
the Congress of People s Depu-. 
ties. 

Privatisation of large enter- 
prises raises still more difficult. 

questions. . . . ' 

Will the government be able 
to bring these enterprises 
nTwtor effective state ownership 
once more, this being a neces- 
sary condition for their privati- 
sation? 

Can it implement the kind of 
vou che r system that has so ter 
defeated the Poles? 

Will owners and managers 
be found who are capable or 
steering the giant enterprises 
of the former Soviet economy 
within a competitive market 
economy? 

Can the government make 
bankruptcy a credible sanction 
against their failure? 

Last, but far from least, can 
the government avoid the need 
for comprehensive prior 
restructuring of unviable 
enterprises and, if not, does it 
have the resources, both 
human and financial, to bring 
such restructuring about? 

Privatisation is, it is . now 
clear, no magic wand. The Pol- 
ish precedent shows that Rus- 
sia will be struggling with the 
industrial legacy of the Soviet 
state for years, if not decades. 
Nevertheless, if the govern' 
ment were to achieve even a 
small part of what it now 
intends, its counter-revolution 
should prove irreversible. ' 
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The regions and peoples within Russia face 
three massive interlocking sets of problems, 
explains John Lloyd 

A new balance 
must be struck 


DEPRIVED of an empire in the 
. space of six years, Russia now 
struggles to control her own 
territarialspace. Reform hem 
has ma r ched at a much slower 
Space than in the economy, or 
in such civil freedoms as 
- speech and travel: naturally, 
for here Its the most TTi t ri re nt e 
knot which the new state must 
unravel. 

It faces three massive inter- 
locking sets of problems. First, 
the Russian government must 
find a new relationship with 
the peoples within Husband 
with : the authorities of the 
administrative/natioiial divi- 
sions which have been' 
bequ eathed it by the Soviet 
system. 

These divisions — autono- 
mous republics, districts and 
regions — . were formally 
“autonomous.-'’ actually, they 
were strictly; subordinate to a 
centralised state and party. 

In the. time of collapse of 
these institutions over 1990-91. 
the republican and local 
administrations took powers 
into their own hands - 
they were explicitly encour- 
aged to do so by Mr Boris Yelt- 
sin, who later became Presi- 
dent of. Russia with a 
necessarily quite different 
agenda. 

Now, a new balance must be' 
strode one which allows devo- 
lution of government to effec- 
tive administrative authorities 
while retaining. - or r ather , 
winning - hack ’ - effective 
power for the centre. 

A Federation Treaty, signed 
in April of this year with ranch 
celebration," was' advertised as 
doing just that. In fact, it 
leaves out of its scope two 
important republics. Tatarstan 
and Cfoechen-Ingnshefia: even 
more importantly, those repub- 
lics within the treaty have in 
many cases struck unpubli- 
clsed deals with the central 
government which give them 
large control over, particularly, 
exports - and which undercut 
the ostensible rule of law- with 
a reversion to the past practice 
of : backstairs arrangements. 

J Secondly, lfairmi to the 
first, is the necessity to make 
the central writ run every- 
where. The dissolution of the 
centralised state has left, not' 
market relations, but a legis- 
lative and economic free-for-all 
in which all seek to maximise 
their position. 

Regions, districts, cities, 
even enterprises seek to escape 
government control, especially 
taxes. Where they can, they, 
look abroad for export con- 
tracts, in order to obtain hard 
currency. 

The buying, selling and grab- 
bing -of property, nominally 
under state control, goes on • 
relatively freely, usually .with- - 
out effective intervention or 

hindrance. 

The corruption of public 
authorities at every level,, 
against which the Government 




PMura ay Tony AntMwa 

Many memories: Dfcs millions of Russians, this efderiy man In 
Rad Square, Moscow, Is struggling to coma to terms with 
changes at all levels of society 


and the parifaunent constantly 
rail, makes the observance of 
central power not a matter of 
law. but at best of negotiation. 

Thirdly, Russia must come to 
terms with the fact that mil- 
lions of Rmriang now live in 
“foreign" countries which they 
bad been accustomed to 
regarding, at least in part, as 
wtenrinng of their homeland. 

• Tri Ukraine, Kunklwtan, the 
Baltic States, the* Caucasus and 
in Central Asia, men and 
women who had settled in 
areas often colonised by Russia 
.tor ngnturies find themselves 
in the vertiginous and poi- 
gnant position of. having to 
choose a nationality, and all 
that goes with it - language, 
culture, education, loyalty. - 

ft is as yet Hi-equipped to 
deal with these issues. Most 
importantly, it has no reform 
co n s ti t u tion. Tim Congress of 
Russian Peoples Deputies 
which met for much of April 
had before it several competing 
drafts of a new Russian Consti- 
tution - but refused to con- 
sider any of them. 

The state thus still operates 
cm the basis of a patched up 
Soviet-era constitution - 
which still, bizarreiy. acknowl- 
edges the existence of the 


Soviet Union, thus giving the 
communists the opening to 
argue that the des tru ct i on of 
the Union was unconstitu- 
tional 

The official draft of the con- 
stitution assumes the griertnp 
territorial divisions, and seeks 
to apportion powers between 
them and the central govern- 
ment only the draft of the con- 
stitution prepared by Mr Ana- 
toly Sobchak, the Mayor of St 
Petersburg, seeks to replace 
these divisions with new 
adminis trative areas — on tile 
basis that the old are hope- 
lessly e nmir ed in the struc- 
tures of the old regime and 
cannot be “democratised” rim- 
ply .by being shifted under the 
aegis of a presidential, or for 
that matter a parliamentary, 
republic. 

The creation of the Common- 
wealth of Independent States 
in December last year - even 
while the Soviet Union still 
had a formal, legal existence - 
was designed in Russian minds 
to provide a framework within 
which some things would con- 
tinue as before - including a 
common citizenship. 

The inability of the CIS to 
provide such a framework, or 
so far to substantially mitigate 


the tensions between commu- 
nities within Its territories, 
faces the Russian state with 
the necessity of finding for its 
“expatriates” a modus vivendi 
with the states in which they 
are now located. This has yet 
to appear. 

Three critical areas will 
point the way. In the three 
email RalHr states Of Estonia . 
Latvia and Lithuania live 
nearly 2m Russians. 

All three of these states have 
set out constitutions which, at 
the minimum, would force the 
Russians who stay to learn the 
local language (which many 
had never tried to master, liv- 
ing as they often do In Russo- 
phone p ra mnmnitigrt in order 
to hold a job, and would often 
disqualify recent entrants from 
citizenship. 

Discussions between the 
Russian and the Baltic govern- 
ments on these issues, and on 
the removal of the former 
Soviet army from these states’ 
territories, have been sporadic 
and slow: constant expressions 
of frustration are made on both 
sides. 

Second, in the TransDnester 
area of Moldiova, a strip of 
land between the Dnester 
River and Ukraine, live a 
majority of Russians and 
Ukrainias: the former have 
been especially active in pro- 
claiming the area a republic, 
and have conducted a sporadic 
war with the Moldovan mfHHa 

The desire of the Russian 
government to seek a federal 
solution to the issue meets the 
so far uncompromising 
demand on the part of the Mol- 
dovan authorities that Moldova 
be a unitary state - while 
powerful elements in or near 
tiie government raise the possi- 
bility of a future unification 
with Romania, to whose people 
the Moldovans are ethnic kin. 

Third, the Crimea, in the 
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sooth of Ukraine, is soon to 
hold a referendum an indepen- 
dence with the option of an 
alliance with Russia. 

Crimea, Russian territory 
until capriciously given to 
Ukraine in 1954 by Mr Nikita 
Kruschev. has a majority of 
Russians: it is alto home to the 
Black Sea Fleet, the bulk of 
Which RtlSSia nlalma 

The return of Crimea is a 
popular cause in Russia: its 
loss cannot be tolerated by the 
Ukrainian government A cri- 
sis over its status could 
threaten the security of the 
very large Russian community 
in Easton Ukraine, until now 
peacefully integrated with the 
Ukrainian population. 

These are the national chal- 
lenges which now face Russia: 
all are, of course, susceptible to 
compromise and to negotia- 
tion. and in most cases there 
are forums and mechanisms in 
which such negotiations can 
take place, or actually are tak- 


ing place. But their success 
depends on the ability of the 
governments in question to be 
able to deliver, «*»d to survive, 
compromise: and in nearly 
every case, the post-Commu- 
nist governments have come to 
power under the hanngr of a 
resurgent nationalism, often at 
least covertly strongly anti- 
Russian. 

At the same time, as the 
recent Congress showed, both 
the “nationalist” and the “dem- 
ocratic" forces in Russia regard 
the protection of Russian inter- 
ests as the fundamental base of 
their politics, the neglect of 
which would threaten their 
fragile cohesion »ad popular- 
ity. 

The largest element of hope 
is that the present Russian 
government is headed by lead- 
ers who appear ready to go to 
the political i™it< to avoid the 
charge of acting in an ‘Imperi- 
alist" fashion. There has been 
no official support for the Tra- 


nsDnestr rebels: no official agi- 
tation among the Baltic Rus- 
sians. 

In a recent interview, Mr 
Andrei Kozyrev, the Russian 
foreign minister, made clear 
that in every one of these cru- 
cial theatres, he was open to 
compromise and to a settle- 
ment which answered the cri- 
teria of human rights, not of 
narrow Russian national inter- 
ests. 

Internally, the flashpoints of 
Tatarstan «nd Chechen Ingush- 
etia have not been confirm ted 
with military power but 
flTM»ad - put into negotiating 
processes with the clear state- 
ment that seperate arrange- 
ments ffHmiid govern the rela- 
tionship between the Russian 
authorities and these states. 

In both these cases, there are 
signs that Internal dissent to 
the present governments might 
take a “pro-Russian" form - 
or at least, propose a solution 
in which the dear dependence 


of both on the Russian market 
and infrastructure would find a 
correlative In the political 
level. The example of tkwgia 
- where a violently anti -Rus- 
sian nationalist government 
was overthrown in favour of 
one led by Mr Eduard Shevard- 
nadze, the former Soviet for- 
eign Minister, which seeks 
rational accommodation, is 
encouraging. 

But the problems cannot be 
forever finessed. To withstand 
the further, and deeper shocks 
which economic reform prom- 
ises all of the states of the for- 
mer Soviet Union, central 
power must be seen to be both 
effective and undiscriminnUng. 

The law must be seen to be 
the law from St Petersburg in 
the north west to Vladivostok 
in the south east. The con- 
struction of a law-governed 
state, the as-yet unrealised 
project of national indepen- 
dence, is a its earliest, most 
fragile stage. 
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All change at the Kremlin: moat of the key ministers are In their m id-3 Os, the youngest cabinet in Husslan history 

THE NEW GOVERNMENT 

Something of a miracle 


THAT A COUNTRY as 
conservative and closed as 
Russia should have such a 
bright and westward-looking 
government is really some- 
thing of a miracle. 

It is a sign of Russia's des- 
perate situation that the team 
of economic reformers led by 
Mr Yegor Gaidar, the 36-year- 
old first deputy prime minister, 
has come to power. With most 
of the key minis ters in their 
mid-30s, the youngest cabinet 
in Russian history is being 
entrusted with the momentous 
task of switching the country 
to a market economy after 75 
years of state planning. 

Six months on, they are still 


in office because the older gen- 
eration, discredited by the fail- 
ure of the socialist experiment 
and five years of tentative eco- 
nomic reform under President 
Mikhail Gorbachev, has foiled 
to come up with an alternative. 

Apart from a package of go- 
it-alone market reforms which 
would bypass disagreement 
among republics, Mr Gaidar, 
an academic with no experi- 
ence of government, was able 
to sell President Boris Yeltsin 
a ready made government 
team - made up of 
like-minded economists who 
also happened to be his friends. 

The team's roots go back to 
the 1980s, when they held trnof- 
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fidfll seminars on market eco- 
nomics at a time when such 
ideas were just beginning to 
gain currency in very limited 
circles. Mr Gaidar, an excep- 
tionally bright suave and per- 
suasive figure, very soon 
emerged as their leader, his 
time as economics editor of the 
Kommunist party journal in 
the late 1980s giving him the 
opportunity to publish pro- 
market views. 

The 36-year-old privatisation 
minister, Mr Anatoly Chubais, 
a graduate from Leningrad’s 
Economics Institute, had been 
friends with Mr Gaidar ever 
since they began clandestine 
studies of market economics 
together in 1979. 

The Latvian-born Mr Peter 
Aven, the foreign trade minis- 
ter, who is also 36, and the 
only non-Russian in the cabi- 
net was in Vienna researching 
economic reforms in eastern 
Europe before he came back to 
Moscow. 

Mr Alexandr Shokhin, who 
used to advise Mr Eduard 
Shevardnadze when he was 
still Soviet foreign minister, 
acted as the stalking horse for 
the Gaidar team to take over. 
Re was labour minister in the 
previous back-biting Yeltsin 

a dminis tration. 

Although only half a dozen 
are ministers, there are several 
other allies scattered round in 
the top echelons of the admin- 
istration. There are so many 
qualified economists in the 
Gaidar team that there will be 
very few economists left to 
take over should they foil. 

Mr Konstantin Kagaiovsky, 
who is responsible for negotia- 
tion with international organi- 
sations, provided an interna- 
tional connection for the group 
when he set up a Market Insti- 
tute sponsored by the London- 
based Institute of Economic 
Affairs, the Thatcherite think- 
tank. 

Like their predecessors in 
eastern Europe - Poland's Mr 
Leszek Balcerowicz and Vaclav 
Klaus in Czechoslovakia - the 
Gaidar team is more free-mar- 
ket than many of their foreign 
advisers. Their common ideo- 
logical front - allergy to the 
old system - translates Into a 
mix of orthodox free market 
economics and admiration for 
Margaret Thatcher's strength 
of character. 

This is tempered by political 
realism - about what it is pos- 
sible to get away with in Rus- 
sia - as witnessed by their 
decision last month to loosen 
their tight credit policy at the 
risk of triggering hyperinfla- 
tion. 

Apart from the support of Mr 
Yeltsin, the team’s unity has 
proved its main strength in 
surviving the murderous world 
of Russian politics. In the 
absence of strong parties, Rus- 
sian politics, usually depress- 
ingly, and dangerously, boils 
down to petty jealousies and 
power struggles among person- 
alities, all Jockeying, in true 
Soviet fashion, for the top lead- 
er's seat 

Mr Gaidar and his critics 
started off by not expecting 
him to last long in office. But 
having matured fast as a politi- 
cian since taking office In 
October, and then putting up a 
ferocious fight for his reforms 
in parliament, Mr Gaidar 
emerged from lat month's 
bruising Congress of People's 
Deputies with a new self-assur- 
ance. 

Although disarrayed by their 
trouncing, many of his pro- 
market opponents still see 
themselves as a second tier of 
pro-market reformers, waiting 
in the wings to prevent a fas- 
cist Communist takeover 
should the government cob 
lapse under a wave of sponta- 
neous popular anger. 

“We want more gradual 
reform more focused on the 
population, because Russia is 


used to living slowly but is 
used to equality, explained Mr 
Oleg Plotnkov, a young pro- 
market member of the Smena 
("Change of Guard”) parlia- 
mentary faction which wants 
more power for parliament 

Although superior to any- 
thing else on offer so far - 
“we are often accused of being 
arrogant." says one Gaidar 
aide, “but perhaps that arro- 
gance is justified” - the gov- 
ernment is by no means all 
sweetness and light. 

Mr Grigory Yavlinsky, the 
chief Soviet economic strate- 
gist, who struggled between 
the August coup and the col- 
lapse of the Soviet Union to 
build some kind of economic 
union, accuses them of out- 
right opportunism. He proudly 
describes a stormy scene in his 
office late last year, when he 
turned down a job offer from 
Mr Gaidar and accused him of 
tailoring his go-it-aione Rus- 
sian economic reforms to suit 
the new isolationist mood of 
the country's political masters. 

Their appeal to the West as 
normal, articulate human 
beings eschewing the old tradi- 
tions of Soviet bureaucrats. 


The new team’s unity 
has been its main 
strength in surviving the 
murderous world of 
Russian politics, reports 
LEYLA BOULTON 


does not necessarily translate 
into affection for them within 
the Commonwealth. 

The team's self-confidence - 
which took the form of bypass- 
ing parliament and offending 
people like the central bank 
rhflinnfln _ has also irritated 
many older Yeltsin supporters 
who have been shunted out of 
the president’s “in" crowd. 

Ms Bella Kurkova, an influ- 
ential St Petersburg journalist 
and deputy in her 50s, recently 
complained on her own TV 
programme that the govern- 
ment was inaccessible. What 
she really meant to say, as she 
commiserated with St Peters- 
burg mayor, Mr Anatoly Sob- 
chak, was that they were Inac- 
cessible to them. 

But one intelligent thing this 
team has done is to hire, as 
government advisers, outside 
experts who might otherwise 
criticise it, or whose prestige 
enhances their image - “all 
you have to do is criticise the 
govemmen to get a job offer,” 
joked Mikhail Leontiev, eco- 
nomics correspondent for Neza- 
visimaya (Independent) news- 
paper, who claims he turned 
down such a proposition. 

Mr Yuri Boldyrev, a rising 
young star of Russian politics 
who made a name for himself 
pushing for the split of the 
Communist party, was recently 
appointed head of the govern- 
ment inspectorate. Mr Mikhail 
Gurtovoi. a top investigative 
journalist, is Mr Gaidar's 
adviser on fighting corruption. 

They have also used foreign 
advisers - Including econo- 
mists such as Jeffrey Sachs 
whose support has even 
extended to helping one minis- 
ter give his first foreign press 
interview - to drum up sup- 
port and sympathy for their 
reforms in the West. 

The $24bn aid package - 
granted by western govern- 
ments in time to support them 
at the Congress of People’s 
deputies - has become 
another argument for them to 
stay in power. But as President 
Yeltsin demonstrated when he 
said Russia would not be tak- 
ing orders from the Interna- 
tional Monetary Fund, the gov- 
ernment - which openly says 
it would like its central bank 
to be run by the IMP - has to 
be careful to avoid accusations 
of being too subservient to the 
West. 



Battle against corruption 


“YES. a clever man cannot but 
be a cheat,” wrote Alexander 
Griboyedov, the 19th century 
Russian writer, m the play. 
Woe from WiL 

Throughout the centuries. 
Russia has been notoriously 
corrupt. But racketeering, 
influence-peddling and embez- 
zlement have come to play 
such a large role in everyday 
life that the word mafia is now 
one of the most frequently- 
used words in the Russian lan- 
guage. writes Leyla Boulton. 

Another peculiarity of life to 
the former Soviet Union is that 
the word as used In Russian 
has no precise analogy any- 
where else in the world, ft 
describes not a group of “god- 
fathers" (although there are 
such figures, too) but an all- 
embracing system of crooked 
practice created by seven 
decades of Commnaist rule. 

Its foundations: artificially 
low fixed prices, shortages, 
total state-ownership of the 
economy. Its multiple actors: a 
haphazard but wide-reaching 
assortment of state or party 
functionaries, gangsters, entre- 
preneurs, and petty employees. 

"Countries which are called 
civilised are for from rid of the 
mafia, but at least they are 
based on democratic principles 
which are opposed to the 
mafia,” says Mr Arkady Vaks- 
berg, the country's leading 
expert on the subject “A sys- 
tem which is fundamentally 
rotten cannot fight against 
itself," 

Now that the new Russian 
government is pursuing bold 
market reforms to dismantle 
the old economic system, there 
is some hope that society can 
defeat the mafia because its 
root causes are finally being 
tackled. Whereas before most 
forms of business activity 
could be described as mafia 
because they were illegal, their 
unbanning removes the justifi- 
cation for at least some of the 
dishonesty. 

However, a weak federal 
administration, a poorly-devel- 
oped legal system, and the con- 
tinued state ownership of most 
of the economy mean that cor- 
ruption is thriving as never 
before. Resistance from old 
vested interests to the govern- 
ment’s privatisation and 
demonopolisation efforts is 
also an obstacle to tackling the 
mafia’s root causes. 

At stake is the credibility of 
market reforms which are sup- 
posed to benefit all, and not 
just those who know how to 
use the prevailing system to 
enrich themselves. 

Today, and not without rea- 
son, the Russian public 
believes the mafia has simply 
changed its colours. A percep- 
tion that the new rulers are 
not only impoverishing people 
with price liberalisation but 
may be as corrupt as their 
Communist predecessors, 
could well sink the whole 



Vice president Alexander 
Rutskoi: threats and 
accusations 

reform process. The main rea- 
son many ordinary people 
voted for new “democratic" 
politicians was hope for a more 
just system. 

But mafiosnost (literally 
“mafia-ness") has simply 
adjusted to new circumstances 
- a government official sells 
off state assets at less then 
their worth in a private trans- 
action disguised as “privatisa- 
tion." 

Prices have been freed but it 
is still profitable for shop assis- 
tants to hoard goods on sale in 
the shops in anticipation of 
further price rises. Communist 
officials have either taken new 
jobs in the administration or 
have set up companies with 
laundered party money. 

Poorly-paid civil servants 
fearful for their future as a 
result of the political and eco- 
nomic changes have even more 
incentive to steal than before. 
instead of transferring assets 
from the state to the people, 
different sets of government 
officials are fighting each other 
for control of what they see as 
lucrative sources of personal 
wealth. 

Foreign businessmen pri- 
vately complain that they are 
being asked to pay more bribes 
even though no company will 
publicly admit to ever paying 
any bribes. Foreign companies 
which do pay bribes are dis- 
turbed by the fact that it is no 
longer clear whom they have 
to pay to obtain results. 

Those which do not pay 
bribes continue to complain 
they lose out to other compa- 
nies which do. The final straw 
is that whatever morality or 
discipline which existed under 
the old Communist system has 
fallen by the wayside in 
today’s chaotic free for all 

Mr Mikhail Gurtovoi, head of 
the government’s new anti-cor- 
ruption service, claims that 
eves the attempt by last 
month’s conservative Congress 
of People’s Deputies to remove 
the government of young eco- 
nomic reformers was a rear- 
guard mafia action to sabotage 
their reforms. 

The reason he agreed to join 
this government, he says, is 


Top crime-fighter’s 
new approach 


MR MIKHAIL GURTOVOI, 
who Is in charge of fighting 
state corruption and finanriai 
fiddles, is refreshingly above 
suspicion, writes Leyla 
Boulton. 

But this former journalist 
for Moscow News, who used to 
expose corruption scandals on 
paper, sometimes feels that 
despite the trappings of power, 
he is fighting a losing battle. 

Appointed in January as Mr 
Yegor Gaidar’s adviser on 
dealing with one of the 
scourges of Russian life, Mr 
Gurtovoi says he has changed 
his mind about how to deal 
with the problem. 

Rather than perfecting Rus- 
sia's legislation and law 
e nfo rce m ent, he now believes 
it is essential to catch as many 
crooks as possible - “like 
plugging holes In a ship so it 
does not sink" - while provid- 
ing officials with incentives 
not to steal. 

Since he and his team - 
which Include top investiga- 
tors from the Soviet anti-mafia 
days - moved into offices in 
the former Gosplan headquar- 
ters in Moscow, they have 
been aMe to stop a few cases 
of embezzlement, as well as a 
big financial swindle involving 
the laundering of lllegally- 
eazned Sands, 

But another hwnria<»hp, apart 
from file extent of the corrup- 
tion, Is inertia in the rest of 
the system. After he reversed 
an attempt by Mr Leonid 


Zapalsky, a former deputy eco- 
nomics minister/ to give out 
valuable oil export licences to 
a charity white be was sup- 
posed to be winding up the 
economics ministry, the case 
has not been pursued try the 
state prosecutor. 

Fart of the problem, he says, 
Is that a lot of the corruption 
is tied to the system of patron- 
age under which the previous 
generation of Russian politi- 
cians relied on new entrepre- 
neurs for financial support to 
defeat the old Communists - 
“for the mafia, supporting 
upcoming politicians was like 
putting money on horses.” 

Hie says that white President 
Yeltsin had enough popular 
support to get elected without 
paying bribes, the same is not 
the case for all those In power 
before the Russian leader 
appointed a new cabinet of 
economic reformers. 

Since a lot of the cases of 
big-time corruption involve 
getting money from foreign- 
ers, he would also like to hear 
from foreign businessmen who 
have specific cases to complain 
about 

Is thin naive behaviour, ask 
the cynics. Maybe, bat it is 
Russia’s only chance to main- 
tain some credibility now that 
market reforms under way 
have finally begun removing 
some of the justification for 
cheating in the past 

Mikhail Gurtovoi 's address: 
6, Okhotny Ryad, Moscow. 


that it "owes nothing to 
nobody” - unlike the previous 
administration which he 
claims relied on support from 
shadowy entrepreneurs to 
defeat the old Communist 
nomenklatura. 

Mr Yuri Boldyrev, head of 
President Yeltsin’s government 
Inspectorate, argues that 
“what is happening in our 
country now is not even a bat- 
tle between Communists and 
democrats, it is a struggle 
between different power 
groups in a vacuum of any 
rules.” 

While Russia searches for 
new rules, officials from top 
down are apparently free to do 
whatever they want. The older 
generation is particularly used 
to disposing of state property 
as its own. 

One high-level example was 
provided by Vice-President 
Alexander Rutskoi, who is 
himself constantly accusing 
the government of corruption 
but who last month rang up 
the chairman of the central 
bank, Mr Georgy Matlukhin. to 
demand RbsTbn credit for the 
Renaissance Bank. 

This commercial bank, 
which has personal links to 
Rutskoi, is supposed to provide 
funds for private fanners - a 
noble enough cause which the 
vice-president is supposed to 
promote. The problem is that 
when Mr Matlukhin refused to 
grant the ftmds, the vice-presi- 
dent threatened to have him 
removed within a week. 

Mr Leonid Zapalsky, former 
first deputy economics minis- 
ter last December signed an 
order one month after the min- 
istry’s dissolution, giving valu- 
able export licences for tom 
tonnes of cdl and 10m tonnes of 
oil products to a private "char- 
ity." 

He also transferred comput- 
ers and cars to a joint-venture 
called "Russian-Japanese Uni- 
versity." 

The assets are now being 
returned after a government 
crackdown. But, somewhat 


inexplicably, charges are not 
being pressed by the state pros- 
ecutor. u . , 

Equa lly revealing from the 
readiness of many Russians to 
admit to crooked dealings is 
the fact that few see that cor- 
ruption as a crime. Even fewer 
understand the notion of con- 
flicts of Interest 
A senior at the state 

oil company of Tatarstan, a 
republic within Russia which 

Is pressing for independence, 

admitted in conversation to 
taking a $20,000 bribe from a 
foreign company in helping it 
work out projects for investing 
in his republic. 

"Tve got expenses to cover," 
he explained, saying his 
Rbs4,000 ($40) monthly salary 
was not enough to survive on, 
A Soviet government official 
who was laid off in December 
when the country collapsed 
told me about how be had 
received Rbs20m from Soviet 
finance ministry officiate who 
Continued on page 8 
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. Farmers face formidable obstacles and agricultural machinery is prohibitively expensive, reports Leyla Boulton 

Food supplies: the biggest threat to political stability 


“THERE'S going to be a war 
here." declared Mr Sergei. Boy- 
akova fighters affront fa* 
of Russia’s battle' to switch 
agriculture from Conmmnism 
to capflaBstn. 

One of Russia’s fledgling 
jyermers private farmers), Mr 
Boyakov,-. 41, is the proud 
owner of 228 bectares of hmd 
in Baade's rich ■ southern 
Bona region.- ~ 

.* He .has. already T O&de mcae 
than a nriTTiwn roubles raising 
cattle. Cor meat and dairy pro- 
duction. Bat for m onths, hte 


■ing to persuade local state 
fanners to keep their cove off 
Ms pasture. 

"I cleared this land and 
planted grass on it, and now 
■ they being their cons to graze 
on -it. 1 won’t have it," he 

- Despairing of a negotiated 
settlement, he is going to hire 

President Boris YeKsfn 
has ordered the 
accelerated dtstrtiKrtion 
erf land to private 
peasants 

police to guard his fields. But 
he tears the quarrel will end in 
bloodshed. - 

Mr Boyakovs battle with 
members of the “Shining Path" 

. state farm goes to the heart of 
the difficulties of reforming 
Russian . agriculture, six 
decades after Stalin herded 
peasants into collective and 
state terms. 

After millions of peasants 
died.in resisting collectivisa- 
tion, their descendents are now 
too used to being paid by the 
month, with fixed holidays, sal- 
aries and social benefits, to go 
ft alone. Or at least they are 
wattmg to see what happens to 
those who do. 

. Thte returns Russia roughly 
to where it was at the begin- 
ning of this century, when 
Pyotr Stolypin, the reformist 
tsarist premier, started fand 
refoans to- break up the pre- 
vatHng p u mm i ir wl s yste m ami 

develop a class of private term- 


ers.- Before they bad time to 
make real headway, the 
reforms , were interrupted by 
World War One, and that bur- 
ied fay the Bolsheviks. As a 
result, a country which before 
1917 was a leading exporter of 
grain, is today one of the 
world’s biggest kuporters. 

. Today, the collapse of food 
supplies, which helped trigger 
the 1917 . revolution, is again 
the biggest threat to the coun- 
try’s political stability - rais- 
ing fears of a golodny bunt 
(hunger revolt) this winter. It 
is- with fear in wifod that 
western governments, to the 
delight ctf their own fanners, 
am Ekely to wwrinHP gnh-rirtrg. 
ing gram exports to Russia far 
some time to come. 

President Boris Yeltsin 
ordered the accelerated distri- 
bution of land to private peas- 
ants, and the "reorganisation" 
of the kolhozy (collective 
farms) and soohozg (state 
terms) which account for the 
bulk of agricultural produc- 
tion. This mrftiripji c utting Off 
subsidies to toswnakmg state 
terms. 

Bnt it wd stiff take af feast a 
tew y ears before Russia is able 
to begin meeting its own 
needs. Practice shows that the 
state is still imahle to support 
private termers on any signifi- 
cant scale, even though their 
number doubled to 100,000 
between January and April ctf 
this year. 

Meanwhile, the re-organisa- 
tion of the state sector on mar- 
ket principles - which would 
have the benefit of maintain’ 
ing the economies of scale of 
huge scale terming - is so far 
too superficial to make any dif- 
ference to its effectiveness. 

hi Mr Boyakov's Pachelma 
district tor instance, local 
authorities said they were 
planning to introduce the 
unpromising concept of "pri- 
vate collective property." 

On one fa rm which had been 
reorganised in this way, peas- 
ants said the wm™ heiwfit was 
that lazy people could be 
expeffed - but they had a very 
hazy idea of what it meant to 
hold shares in their farm. 





Russian sokBere lift potatoes at a farm naar Chunkovo, 30 terns outside Moscow 


On another state farm, the 
director helplessly complained 
fhst Tmip« he received more 
money from the state and the 
government maintained subsi- 
dies on energy supplies, he 
would sink. 

In one si g n, however , 
that new financial pressures 
may be having some positive 
impact on state tenners, he 

»1m let sfip that he plannarf to 
raise same cash to pay salaries 
by selling some produce to a 
fecal fair the following day. 

But even if same progress is 
™adp at farm-level, time and 
investment are also needed to 
rectify the structural problems 
which account for the loss of a 
third of whatever is produced. 

These include an ine ffic ient 
state-dominated transport sys- 
tem, a monopolistic trade sys- 
tem, and a dire shortage of 
storage and processing facili- 
ties. Agricultural machinery is 
also prohibitively expensive 


The industry needs investment that the government 
does not possess, reports John Lloyd 

Oil: the state’s most 
prized resource 


OIL remains the most prized 
and precious .resource of the 
Russian state: the one which 
gives this, of all the states of 
the former union, the best long 
chances of success - if the 
industry, now falling; can be 
renewed and revived. 

In the short-term, the indus- 
try presents a grim picture. 
The London-based Centre of 
‘GJbbaF Energy strafes forecast 
-earlier this month that- the 
515m tonnes of production last 
year from all the former Onion 
republics - dominated by Rus- 
sia, 'but with significant pro- 
duction from Azerbaijan and 
jCaraWnrtan — would fall to 

- between 460~470m tonnes in 
199a. " 

Separate figures from the 
World' Energy Analysis and 
Forecasting Group earlier this 
' year, show Russia down from a 
level of 462m tonnes this year 
to between 396412m this. At 
. the same time, demand in 
these states would, remain high 
- at about 420470m frames in 
spite of falling production - 
because of difficulties In the 
. supply of other energy sources, 
notably coal and nuclear dec- 
trie power. 

On this analysis, it is easy to 
see states formerly oil-rich 
realising a scenario only last 
year dismissed as absurd: that 
' they become o£l importers in 
the first half of the 1990s. 

_ To avoid this, the industiy 
-needs investmeni the govern- 
ment does not have, technol- 
_ogy the country does not make 
~ and management and exploita- 
tion skiEs the industry has not 
developed. Logic thus points to 
extensive foreign involvement 
, as yet, there have been only 
" tentative engagements which 
/give mixed signals. 

■ After a prolonged an d can- 
' fusing struggle between differ- 
ent levels of administration. 

- the government awarded a con- 

- tract for the feasibility study of 
, offahore oil reserves off Sakh- 
alin,. In the ter east to the 
consortium of MJtsui(Japan), 

- McDermott end Marathon Oil, 
(both TJSj- The award, of --tin. 

■feasibility study would nor- 
.maHy be expected to result in a 
-substantive exploitation con- 
Street ~ but while this is wood 
'practice; there is no precedent 
',1a Russia. - 

■ The French company. Elf 

- Aquitaine, has signed two 
exploration deals - one with 
Kazakhstan and one with Rus- 
sia for exploration in the Sara- 
tov Volgograd area. la doing 

it has put itself ahead of the 
...rest-of the foreign companies, 


who still wor r y about legisla- 
tion, tax rates and political 
instability: Elf executives 
admit to the risk, but decided 
to plunge. 

These worries are real and 
intense. They have not stopped 
most of the oil. majors, and 
many of the minors and ail ser- 
vice companies, beating paths 
to the farmer Soviet Union: but 
they have, as yet, stopped 
subtstantfal deals. - 
In particular, the recently 
imposed export tax of 26 per 
cent a tonne is seen as a big 
deterrent, and is the particular 
object of lobbying on the part 
of the companies. Mr George 
Reese, the managing partner of 
consultants Ernst and Young 
in Moscow, says that "without 
the tax, you would have had a 
dozen major deals by now." 

The various authorities stiff 
active in the industry com- 
pounds the problem. A new 
Ministry (tf Energy, under Mr 

Logic points to 
extensive foreign 
Involvement In Russia’s 
oil industry, but as yet, 
there have been only 
tentative engagements 
which give mixed 
signals 

Vladimir Lopukhin, is thrash- 
ing out legislation: but the 
state oil company, Rosneftigas. 
continues to operate as a kind 
of holding company far the 
state oil corporations: while 
the Zocal authorities, especially 
the republican authorities, like 
those in- Tatarstan and 
Chechen Ingushetia (both of 
which, significantly, have 
declared “Independence” from 
Russia), insist on oversight at 
least and more often rax the 
right to choose and to veto. 

Rosneftigas Has taken advice 
from the Daiwa Bank and from 
Bankers Trust on how to 
restructure itself: it remains, 
however; an anomaly, poised 
awkwardly between the compa- 
nies which fan d it and the min- 
istry which duplicates many of 
its functions. Mr Reinhold 
Hens, head of Dalwa's energy 
division, says that “there is 
now a debate on Rosneftigas’ 
future - it may become a state 
oQ and gas eomopany, as we 
have in the west; it may pro- 
vide central services for the 
companies on the purchase 
and supply side; it may become 
more of an association. It must 
justify its existence to tire com- 


panies: If it doesn't provide a 
service, then there would be 
serious questions asked about 
its exis t e nc e." 

There is now legislation 
passed on underground 
resources, and a licensing law 
is in draft The latter puts for- 
eign and Russian companies on 
an equal basis, and proposes 
an auction system for licensing 
rights: as in many western 
countries, the companies can- 
not buy the wells outright. 
Further legislation which, it is 
hoped, wiO flesh out the details 
of licensing procedures and 
pipeline transportation, is now 
bring prepared with the aid of 
western expate under Profes- 
sor George Hardy, former Dean 
of the Law Faculty at Houston 
University. 

Domestically, the govern- 
ment has allowed the produc- 
ers to sell up to 40 per cent of 
their production at free prices 
through the oil exchanges fit 
can be exported only under 
licence): and it stiff plans to 
"free" prices (up to about one 
third of world levels) by the 
middle of this year, a move 
expected to add 50-70 per cent 
on all prices. 

Mr Lopukhin says that he 
wants to get "vertical integra- 
tion" in the industiy to bring 

together the former conglomer- 
ates organised territorially: 
once that is effected, the com- 
panies will be transformed into 
Joint stock corporations and 
shares will be issued. Already, 
two conglomerates - ENOS 
and Lukoil - have been 
formed which unite transport 
and refining facilities across 
Russia 

Change is now relatively 
rapid, but confusion remains 
-and even, is multiplied. At 
the core of it is a still 
unformed relationship between 
the centre and the regions on 
the one hand and the compa- 
nies on the other. This is not in 

itself oat of fine with world 
practice: Ms Christine Ferg- 
uson, a lawyer specialising in 
energy wfth the UK law firm, 
Norton Rose in Moscow, says 
that “most western federal 
countries which are oil produc- 
ers have disputes between the 
centre and the states, some of 
them very bitter. There is usu- 
ally a (teal which splits the pro- 
ceeds.” 

For all the confusion, the 
movement is presently clear 
towards greater integration of 
the industry with the world. 
Given success for the economic 
reforms, that integration 
should proceed. 


because of a lack of competi- 
tion among the state enters 
prises which produce it 

In Pachelma district, both 
state and priv ate termers com- 
plained they had no faen jtfas 
to pasteurise and refrigerate 
fresh milk, giving them no 
alternative but to turn most ctf 
it into butter. 

It is not difficult to see why 
mnv j$ still so bard to come by 
in Russian cities. Mr Boyakov's 
main complaint is tire absence 
of a developed wholesale mar- 
ket which often farces peasants 
to use shady intermediaries to 
find buyers. 

"They rake off huge percent- 


ages and rail it marketing ." he 

jokes bitterly. 

Another brake on reform is 
the fact private property in the 
strict sense of the word is not 
yet allowed because of the Rus- 
sian parliament’s refusal to 
endorse the sale and purchase 
of land. Tjnri given to peasants 
by local authorities can be 
resold only after ten yean. 

Given deep psychological 
resistance to change, it is 
hardly surprising that two 
signs put up by Mr Boyakov 
proclaiming "Private Property" 
have been torn down over the 
past year. 

The first, made of wood, was 


chopped down. The second, 
made of steel, was ripped out 
of the ground. 

The principle is indeed diffi- 
cult to comprehend for peas- 
ants used to bring looked after 
by a state on land which was 
supposed to belong to every- 
body and yet belonged to 
nobody. Running deep in their 
psychology is a p r efe ren ce that 
all should be poor together, 
rather than allow the more 
enterprising to be better off. 

Wearing a neat jeans outfit 
and trainers, Mr Boyakov looks 
every bit the part of the 
T kulak • (the historical word 
far rich peasant) as he takes cm 


rare of bis "enemies" - Vol- 
odya. a state peasant with a 
crudely stitched scar on his 
cheek and a tattered cloth 
jarkfft faffing rff hi* shoulders. 

Mr Boyakov reiterates an 
offer to lend bis tractors and 
equipment for them to clear 
pasture land, while Volodya 
looks unconvinced and ques- 
tions his right to the land in 
tire first place. Another head- 
ache Is theft of his equipment 
by neighbours. 

Mr Sergei Papshev, the far- 
mer local Communist party 
chief turned head of the local 
administration, says hr is 
doing his best to help private 
farmers. But he claims his 
efforts are hampered by "the 
unpreparedness of a material 
basis" for private agriculture. 
Mr Vladimir Yeskin. director of 
VaJovaisky state farm, 
explained why he himself 
would not dare strike it out on 
his own. 

"Where would I get fuel and 
tractors from? 

"Where is the guarantee peo- 
ple won’t bum my grain or poi- 
son my cattle? 

"Who wifi stop drunks com- 
ing to my farm aud doing 
whatever they want? There is 
no protection from the law." 

Despite all the obstacles, it is 
dear that farmers like Mr Boy- 
akov, an engineer in a big city 
before he moved to the coun- 
tryside. will survive. But as he 
himself admits, he is redly the 
exception who confirms the 

rule. 

"I succeeded because 1 knew 
bow to manage, because 1 
could express myself, because 1 
could argue my case, because 1 
knew bow to ask for things, 
and whom to give money to 
and who not to give money," 
admits Mr Boyakov. “Only this 
has saved me. But it is much 
more difficult for peasants who 


have lived iu the countryside 
all their lives because they 
don’t even know the bastes or 
doing business in this coun- 
try." 

Since he received land In 
December 1390, Pachelma dis- 
trict has registered 57 private 
formers, who have got under 
plough 271S hectares of arable 
land - a modest start in com- 
parison to the 80.000 hectares 
held by the district’s 14 state 
farms. Because it is In his 
interest to have allies, Mr Boy- 
akov is now trying to help six 
brothers make a success of 
their private farm near the 
Valovaisky sovhoz. 

But the obstacles may prove 
insurmountable for the weaker 
farmers who do not even know 
where to turn for help. 

Three months ago, Ms Galina 
Knltchkova, a former nurse 
turned “fyermer’ In the Smo- 
lensk region west of Moscow, 

Difficulties may prove 
insurmountable for the 
weaker fanners who do 
not even know whore 
to turn for help 

could look to the future with 
optimism. 

She had bought machinery, 
built a bouse, and been given 
both land and soft loons by the 
local authorities. Since then, 
her house has been burnt 
down and she has run out of 
money to buy seeds. 

Unless she is able to raise 
RbsWl.OOO by the end of the 
month, she will miss the sow- 
ing season, and the chance to 
begin repaying her bank loans. 
If she rails, all the soft loans 
spent on her so far by the state 
will amply have been wasted, 
and a dream of a lifetime shat- 
tered beyond repair. 
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Sign of the times; grain silos, made from unused rocket casings - and from old trolley buses - at the Yuzhny missile tactory 


Drastic cost-cuts in research and defence projects have left top 
scientists with an uncertain future, reports Leyla Boulton 

A wealth of spare talent 


The ingenuity and ability of Russian entrepreneurs 

Out of the shadows at last 


FOR DECADES one of the 
showpieces of Communist rule, 
Russian brains are turning out 
to be one of the better buys for 
investors seeking opportunities 
in the newly -capitalist country. 

The Soviet Union's collapse 
last December, followed by 
price liberalisation and drastic 
government spending cuts in 
January, has left an impressive 
state-sponsored system of sci- 
entific research in complete 
disarray. 

This, in turn, has opened up 
the chance for outsiders to tap 
the wealth of scientific talent 
In Russia and the other newly- 
independent republics. 

In the meantime, the disinte- 
gration of the old Soviet sys- 
tem has triggered fears among 
western governments that 
under-paid scientists will sell 
Soviet nuclear and other mili- 
tary secrets to Third World dic- 
tators. 

These fears are no doubt 
exaggerated - there are still 
restrictions on the scientists' 
movement, the Russian gov- 
ernment has promised to 
increase their pay. and many 
do not actually want to leave 
the country. 

Still, the future appears 
extremely bleak to many scien- 
tists, who have been looked 
after by the state all their lives 
and now have to find their own 
solutions -“if they told us to 
be patient for a year or two, 
then we could at least go and 
work as doormen in the mean- 
time," says Sergei, a computer 
programmer who has not been 
paid this year. 


While his institute waits for 
overdue grants from the state 
(the government blames a 
physical shortage of banknotes 
for the delay), Sergei and his 
colleagues are surviving on a 
few unofficial orders from 
defence and other state-owned 
plants. 

But even these are at risk 
because the industry's own 
financial resources are rapidly 
declining as a result of ‘across 
the board’ spending cuts. 
These include a reduction in 
defence procurement - a lead- 
ing employer of scientific tal- 
ent - to 13 per cent of last 
year's level 

Some scientists have lost no 
time in helping themselves. 
One such pioneer is Professor 
Boris Babayan, who created 
the supercomputers used in 
the Soviet space programme 
and the design of nuclear 
weapons. He and a team of col- 
leagues at the Institute for Pre- 
cision Mechanics and Com- 
puter Technology are now 
putting the finishing touches 
to an agreement to carry out 
research in Moscow for Sun 
Microsystems, a Californian 
computer company. 

Prof. Babayan, seeking funds 
to complete work on a new 
super-computer, the Elbrus 3, 
began talking to foreign com- 
puter companies a year ago. He 
is not saying how much Sun 
will pay him and his col- 
leagues, but it does not take 
much to improve on his cur- 
rent monthly salary of 
Rbs2,00Q ($20) a month. 

Other scientists are choosing 


to leave the country. One of 
Prof Babayan's colleagues is 
emigrating to the US, while 
three others have taken a pro- 
longed leave of absence of 
abroad. 

While such solutions may 
secure the future of the very 
top scientists or those with eas- 
ily marketable skills, such as 
programming, they will not be 
applicable to all 

Nowhere is this clearer than 
in the akademgorodok (scien- 
tific village) set in beautiful 
forest-land, 30km outside Novo- 
sibirsk, the biggest city in 
Siberia. 

Conceived in 1957 as a place 
for scientists to think in peace 
and live in comfort, it contains 
more than 20 research insti- 
tutes - ranging from nuclear 
physics, mining , inorganic 
chemistry, and semiconductor 
physics. The livelihood of 
30.000 scientists, receiving an 
average monthly wage of 
Rbsi,400, depend on it 

“Our policy is to hang in 
here until the very last. 
There's nowhere else to go,” 
says Mr Sergei Kuznetsov, a 
44-year -old mathematician at 
the local Computing Centre, 
which can carry out mathemat- 
ical modelling for everything 
from the weather to military 
aircraft 

Apart from the shortage of 
housing which makes it diffi- 
cult to move (“we’re no longer 
tied here by internal passport 
rules but by our apartments"), 
Mr Kuznetsov says sharp price 
rises make it prohibitively 
expensive to travel around to 


look for other jobs. An air 
ticket to Moscow costs Rbs540 
- or a third of his monthly 
salary. 

He heads the Computing 
Centre's department for seek- 
ing foreign grants to fund joint 
research projects with the out- 
side world - “it’s embarrass- 
ing to seek help," he says. “But 
we perfectly understand that 
the hand of the state will not 
reach out to us. We have to do 
something ourselves. 

“Before, we always felt 
important. Fundamental sci- 
ence used to be one of the 
achievements thanks to which 
we compared ourselves to the 
civilised world, but now we 
live in a situation where there 
is little money, poverty and 
unemployment" 

Some western public money, 
at least 540m already pledged 
by Germany and the US, has 
already been promised for a 
centre within Russia to occupy 
scientists involved in nuclear 
weapons production. 

Western hackers of the proj- 
ect explain that the aim is to 
attract matching private funds 
for joint research projects. 

Another way out is through 
domestic entrepreneurship. In 
a small factory set up on prem- 
ises belonging to the Botanical 
Gardens, just outside the aka- 
demgorodok, Mr Yuri Yur- 
chenko, a microbiologist who 
used to he involved in the pro- 
duction of biological weapons, 
now oversees the production of 
cosmetics. 

O See also page four Cham- 
pion of free enterprise 


THERE is a- little district in 
Moscow, not far from the 
prison where the leaders of the 
August putsch axe held, where 
the names celebrate the huge 
plant in the midst of It there 
are elecovzavodskaga, or elec- 
tric factory streets and lanes, 
an electric factory metro sta- 
tion and so on. 

The original plant works 
Still, though there are now 
three different state enter- 
prises instead of the previous 
one turning out heavy electri- 
cal equipment - transformers, 
generators and switchgear. 

In its shade is a smaller 
building, which encloses ster- 
ile rooms in which white- 
coated technicians produce 
quartz crystals, oscillators and 
microchips, together with cal- 
culators, fax machines and 
telephone handsets. 

The smaller plant is called 
Fonon International: its juxta- 
position with its neighbour 
emphasises the point made by 
Mr Dmitri Nikitin, Fonon’s 
president - this is that “when 
the 80 per cent of the economy 
which made industrial goods, 
largely for the military, begins 
to collapse, the 20 per cent 
which makes for the con- 
sumer, begins to be set free." 

Fonon International works 
in the sector now freeing Itself 
from the shadow of the giants: 
as the first declines towards 
collapse, his grows and flour- 
ishes. He is an example of 
what is happening, here and 
there: an industrial re st r uctn r- 
ing. forced by government pol- 
icy. carried out by entrepre- 
neurs. taking him from the 
state sector into private busi- 
ness . 

“One day 1 sat down to 
count how many organisations 
- of the party, the state, the 
enterprise, the local authori- 
ties - could interfere with my 
derisions. There were 45." 

He also noted that while 
there were highly skilled peo- 
ple available, “we had no expe- 
rience of quality mass produc- 
tion." 

The company has identified 
growth markets - of which 
remote-controlled television 
sets, not produced until last 
year, was a significant one. 
Fonon’s quartz crystal oscilla- 
tor is the technical basis of 
this industry, and helped 
explain the enormous explo- 
sion in its sales from Rbs26m 
in 1990 to Rhsl^bn last year. 

The company is deter- 
minedly Russian: Mr Nikitin 
and his colleagues insist that 
in the high tech area, equip- 
ment and know-how is avail- 


able which rivals the leading 
edge anywhere else in the 
world - “the educational level 
is even higher," he says. 

His specifications for pro- 
duction machinery have been 
produced for him in military 
industrial plants desperate for 
new orders: his engineers are 
all Soviet-trained: the 
good-looking calculators 
which now come off his lines 
at the rate of 50,000 a month 
have some foreign components 
and casings, but were Russian- 
designed. 

As the official economy con- 
tracts sharply, his company is 
growing wildly. The main 
expansion this year and next 
will not he says, be electron- 
ics, but in the wholesale busi- 
ness, trading under the name 
of Roditl Moscow and run by 
Mr Vladimir Krysolov, a for- 
mer physicist 

Mr Nikitin believes that the 
immediate future will see a 
drop in retail sales, as people 
struggle to exist under a high- 
price regime: but this will be 
accompanied by a boom in 
goods for the new shops and 
businesses and restructured 
enterprises. Thus he is import- 


ing, besides food and textiles, 
office equipment and furni- 
ture, and computers. The com- 
pany has set up a distribution 
network with affiliates around 
the country: it has even devel- 
oped a credit card, for its cus- 
tomers, who are store and 
business managers. 

The operations of Roditi 
show die ingenuity and ability 
to feifcg risks needed for the 
Russian entrepreneur. The 
company has just signed a 
deal with Moscow to import 
5,000 tonnes of meat for the 
city: the price set by the 
Moscow authorities was so low 
that Roditi must make up a 
difference amounting RbslOOm 
between the (hard currency) 
purchase price and the (rou- 
ble) selling price. 

Why do it? “Because, in 
return, we would get a licence 
from Moscow to sell nickel: 
and the profits from that 
would make up for the subsidy 
we paid on the meat.” 

He pauses, then adds: “This 
is risky. We’ve delivered the 
meat, but we still have to get 
the licence. If someone 
changes his mind, or the par- 
son himself changes jobs, then 


it could all be gone." 

Tn the manner of Russian 
companies, he has branched 
into areas quit* different from 
tiie core business, Fonon has a 
company, Yarestavratsta, in 
the ancient city of Yaroslavl, 
near Moscow, with around 
1,000 employees, which speci- 
alises in restoration - both of 
ancient Russian monuments 
and churches and of modern 
western hotels, it is now just 
beginning a small air-cargo 
operation. 

Mr Nikitin and his fellows 
are young enough still - in 
their 30s or 40s: with a train- 
ing which they are putting to 
use, but with the ability to 
learn the ways of business. 

“This is the most difficult" 
area for us. But I think that 
Russian people are very intel- 
ligent and also resourceful: 
they had to *w«k of so many 
ways round obstacles that 
business does not present any 
problems in principle. But of 
course they need experience. 
In three or four years time, 
Russian businessmen will be, 
an international force." 

John Lloyd 


Decree against corruption 


Continued from Page 6 

were loath to pass on the 
money to the Russian govern- 
ment The money was to set up 
a soc tally-useful project. 

President Boris Yeltsin last 
month issued his first decree 
against corruption, forbidding 
public servants from getting 
involved in business, either as 
intermediaries or employees of 
private firms. 

But Mr Gurtovoi says this is 
only a first step, which must 
be followed up by higher pay 
for government officials so that 
the administration does not 
lose its best people to the pri- 
vate sector, “leaving behind 
the idiots and hardened crimi- 
nals”. 

“A civil servant can't live on 
2,500 roubles ($25) a month. If 
we ban him from using his 
government position to make 
money on the side, we need to 
give him conditions for a 
decent life - that is a high 
pension, a guarantee be wont 
be fired, and a system of privi- 
leges which we as democrats 
used to fight against," he 
explains. 

Likewise, a policeman must 
know that if he dies, his pen- 
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BANK EUROKOSMOS 
is a bridge between 
East and West Europe. 

We are doing our best to work to western standards. 
Bank Eurokosmos provides yon with a wide range of 
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URALS, Moscow, the first Russian 
Independent oil company can offer you 
the following services: 


• assistance in various projects for reconstruction of refineries storage 
facilities/transshipment and loading facilities for petroleum, petrochemical 
and chemical products in Russia and the Baltic states. 

■ assistance in obtaining orders for a wide range of equipment for refineries 
and ports, as well as for consumer goods; 

- arranging transportation and transshipment of crude oil, petroleum, 
petrochemical and chemical products In Russia, Ukraine and the Baltic 
states: 

URALS, Moscow heads a group of Urals companies, Including five 
companies in Western Europe. (Cyprus, Finland, Sweden, Belgium, Great 
Britain). 

Address: "Urals", Moscow, Aigounovsfcaya str, 2 
Tel: 215-40-01, 217-27-56 Telex: 414791 URALS SU Fax: 97521-75 
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stem will be big and somebody 
else will look after his chil- 
dren. Otherwise he will run 
away from thieves, rather than 
catch them." 

In the mean time. Mr Gurto- 
voi, who used to blow the whis- 
tle on government corruption 
as a top investigative journal- 
ist, is intent on catching spe- 
cific individuals red-handed 
pour decouroger les attires. 

An opposite view is 
expressed by Mr Arkady 
Murashov, head of the Moscow 
police who says there is no 
point in conducting an active 
battle against corruption until 
the old system is dismantled, 
demonopolised and privatised. 

A leading young liberal poli- 
tician. he was appointed police 
chief last year to clean up the 
police force. 

He agrees that police pay 
must be increased and says 
that more effective commercial 
courts would help reduce vio- 
lent crime since businessmen 
would be more inclined to set- 
tie their disputes in court 
rather than employing gang- 
sters to deal with unsettled 
accounts. But he sees the fight 
against the so-called mafia as 
an evolutionary process. 

“By the highest standards, 
the Soviet system is totally cor- 
rupt," Mr Murashov admits 
with refreshing candour. 

“AH derisions are made by 
Yeltsin and millions of little 
bureaucrats. If somebody 


famous comes to the mayor of 
Moscow and says 7 need a 
building to set up the Gorba- 
chev Fund,' who will take that 
decision?. The mayor. 

“And so a building worth 
millions of dollars will be 
transferred to that person. And 
after a certain amount of time, 
he will be able to let office 
space to commercial institu- 
tions. 

“And after yet some more 
time, it will be transformed 
into his private property. Is 
that corrupt? Yes, it is. But 
that is how derisions are 
takgn It is- the system." 

It Is not surprising that from 
this perspective. Mr Murashov 
is looking forward to the day 
when be has just a “normal" 
mafia to fight - say# a US- 
style drugs trade. 

Mr Gurtovoi retorts that the 
fight must begin now - other- 
wise “there will be no tomor- 
row". He. warns of a terrible 
backlash if market reforms are 
simply associated with chaos 
and lawlessness. 

“Our people won’t let this 
country turn into another Col- 
ombia. Instead, a new Stalin 
will appear and simply shoot 
people. If we don’t catch 
thieves now, there won't be 
anything left to steal. 

“Well show up one day and 
find the Kremlin has been 
sold." 

Leyla Boulton 
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AUDITING AND CONSULTING SERVICES 
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interested juristic and private persons. 
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THE REFORMING OF RUSSIA 9 


After decades of environmental abuse, drastic 
reforms are needed, reports Judy Dempsey 

Much illness linked 
to pollution 


EDWARD CRANKSHAW once 
published a set of essays enti- 
tled: “Patting Op with the fins* 
sians." But perhaps now, gfnr^ 
massive mUitary-i&dnstrial 
cities love been opened to the 
outside wotid, a subtitle could 
be added to the book; “What 
toeRussjans putup with. - "' * 
Apart from the appalling 
state apparatus, of fear and 
coercion which kept this vast 
country together, the 
endured decades of iE-heaKh, 
not only caused by malnutri- 
tion, but by the poSution and 
radioactive waste which dev- 
astated large parte of Russia. 

A visit to any large city in 
the Urals con fi rm s what Inde- 
pendent-minded scientists 
knew' for many years. 'Com- 
pared to west European leads 
where the average life expec- 
tancy is 76 years, Russia's level 
has fallen to 69 years over a 
period of 20 years. 

Experts, including Prof. 

fit will taka years to 
iit^nroveour 
environment — maybe 
20,* admits the 
president's advisor 

Alexey Yablokov, President 
Yeltsin's advisor on ecology 
and public health policy, says 
over 40 per ccmt of illnesses are 
connected with the environ- 
ment. 

In Chelyabinsk, a city ear- 
marked by Stalin in 1929 to 
forge ahead with the arms 
race, people constantly com- 
plain of headaches. The most 
common operations performed 
by the local hospital are for 
heart-related diseases. 

. The Twflitgr y-fn ftiMfr irjai com- 
plex is one of toe roots of toe 
country's enviromental prob- 
lems. There are many others. 
The absence of public account- 
ability meant that enterprise 
managers, regardless of 'fic- 
tional legal penalties , could 
dump radioactive waste in the 
rivers and lakes. 

Indeed, in the suburbs of 


Mosco w, scientists say the 
dumping of radio active waste 
has, and will continue, to affect 
toe kmiiwi of the cspttaTs citi- 
zens. 

These same scientists are 
hoping that the revolution 

anW l Ht(g ftp ^ www gir y wQl *»lan 
have a beneficial affect on toe 
environment But in address- 
ing toe problems of the am ' 
roronent, where does one start? 

•Hie accident at the power 
plant in Oranatyi, April 1986. 
provided the first tentative 
step towards galvanising pub-' 
lie opinion against the poor 
safety standards of these 
HBMK reactors. 

Mr Yablokov believes that all 
sixteen of the BMBK reactors 
which are of the Chernobyl- 
type, should be dosed down, 
Immediately. 

The problem is that since 
these xeaefras provide about 12 
per cent of Russia’s total 
energy needs, any Immediate 
shut-down would lead to a 
shortfall in energy supplies. 

But Mr Viktor Danilov Dani- 
Ian, Russia's ecology and 
resources minister, admits that 
his country's use of energy is 
inefficient Not only are prices 
stffl low; waste is phenomenal. 

“We lose betwe e n 10 and 15 
per cent of our pH and gas In 
the pipes, of which many are 
leaking . We lose about 25 bn 
cubic metres of gas a year. 1 
am sure the real losses are 
more considerable. They could 
amount to 30 per emit of our 
total energy supplies," he 


He and other energy special- 
ists also bemoan the fact that 
households cannot monitor 
their own energy consumption. 
Not only Is the idea of a ther- 
mostat non-existent in most 
Russian homes. But energy 
supplies to the domestic con- 
sumer are centrally-controlled 
— no rmally by tto local dis- 
trict councfL Mr Danflov-Dani- 
lan's office had its own. If not 
uncommon, thermostat; the 
window. 

The ministry pgHm«t»»g that 
a sun of &0bn could enable 


Russia’s energy supplies to 
become more efficient. and 
modernised. This could also 
allow the sixteen RHUS, plants 
to be dosed down. But in a 
country committed to holding 
down public expenditure, Mr 

TVmUff irJ ViwUim ig nfit OptiffliS- 

tic. 

“I asked the Russian govern- 
ment to allocate to our minis- 
try 2 per cent of the credits we 
will receive from the interna- 
tional community," he adds. 
He is still waiting Soar a rejdy. 

Mr Yablokov. a ceaseless 
campaigner on the environ- 
ment over the years says he is 
in a more fortunate position 
b ecame be has the ear id Mr 
Yeltsin. 

He says that Mr Yeltsin, 
giwep coming to office, has 
already issued six decrees 
related to the environment 

In practice, this means very 
Ifttte, The giant pngrnp of the 
military-industrial complex, 

‘For us fn Russia, the 
ozone layer 2s 
academic. Tfte big issue 
here Is the quality of our 
drinking water* 

particularly in the Urals, is not 
yet, nor will it, grind to a halt 
So any reductions in arms pro- 
duction will not have an imme- 
diate affect on toe environ- 
ment 

M or e o ver , a committment to 
dismantling Russia’s vast 
arsenal of and nuclear 

weapons offers ni ghtmar es as 
well as hope far the environ- 
ment. Defence experts in 
Moscow recall how. as part of 
the Intermediate Nuclear 
Forces (INF) treaty, signed 
b et we en the US and the farmer 
Soviet Union, dozens of tactical 
weapons were exploded in Kaz- 

alttMifan. 

T dare to ask what this did 
to the environment,” com- 
mented one senior Russian 
deftmre analyst 

hi the meantime, Mr Yablo- 
kov is campaigning far three 



Flashback; (he control room at the Chernobyl nuclear plant, before the disaster In April 1986. 
Environmentalists are now calling for a shutdown of 16 other Chernobyl-type reactors 
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For this Moscow boy, a long me ahead? LBe-evpeetaney In 
Russia has Mien to 89 years due to pollution, claim scientists 


things: identifying “zones of 
ecological disaster," creating 
national parks; and making the 
water in Moscow and other 
Ctti ps dawn g p pn g h to drink . 

The many maps on his office 
wall - a splendid room over- 
looking the Kremlin - bear 
testimony to many of these 
zones which are scattered 


throughout Russia and the 
republics of toe former Soviet 
Union. 

Mr Yablokov wants all 
nuclear testing, and other 
experiments, stopped. Setting 
up n ations) parks, he believes, 
would give the earth time to 
overcome the decades of abuse. 
His account of the pesticides 


and chemicals which have 
destroyed Russia's forests and 
lakes are well-known. That fact 
also explains the sorry nature 
of the water supplies. 

“For us, the ozone layer is 
academic. The big issue is the 
quality of our drinking water.” 
«a |d Mr Yablokov. 

Some western financial insti- 


tutions are carrying out 
studies on ways to clean up 
Moscow's water system. A new 
water network would, among 
other things, involve ripping 
out the worn 19th century sew- 
erage pipes and replacing lead 
pipes. Bnt the root of toe prob- 
lem would not be resolved: 
stopping waste from being 


poured into the republic's riv- 
ers and lakes. 

"We do not expect miracles 
overnight," said Mr Yablokov, 
adding: "it will take years to 
improve onr environment - 
maybe 20. But we have to start 
today, otherwise the next gen- 
eration will have nothing to 
inherit.” 


M . I Axel Johnson Trade Group 

The Axel Johnson Trade Group is a worldwide trading company focusing on 
industrial and healthcare products, raw materials and countertrade. 

Axel Johnson started their business activities with the states of the former Soviet Union 
more than a hundred years ago and has an own office in Moscow since 1972. 

Over the years, a solid, long-term business relationship was built up, resulting in many sucessful 
trade transactions, with a variety of partners in Russia, Ukraine, Kazakhstan and other states 


We offer you both service, products and cooperation within the following areas: 


Raw materials trading 

Ores and coal 
Industrial minerals 
Ferro-alloys and steel 
Non-ferrous metals and concentrates 
Speciality metals 
Secondary metals 
Oil 


Axel Johnson Trade Group 

Kutuzov ski j Pr 13, Apartment 131-132, MOSCOW 121 248 
Tel: +7 095 243 5025 • Fax: +7 095 243 9563 • Telex: 64 413154 ajc su 


Technological projects 

Steel & Mining Industry 

Management Education 
Financing & Countertrade 


Products 

Food 

Food Processing equipment 
Medical Technical equipment 
Environmental equipment 
Automotive products 


Please contact us for further discussions! 


Axel Johnson Trade Group 

World Trade Centre, P.O. Box 703 70 S-107 24 STOCKHOLM, SWEDEN, 
Tel: +46 8 700 53 00 • Fax: + 46 8 700 53 90 • Telex: 54-12134 axtrad s 
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Hotel - A Radisson Affiliate 

For reservation*: Telephone 941 8021 oar Fax 941 8000 



A T:er icon managed 


nd Business complex in lv 

lose GW 


Sophisticated business services 
Western-style Hospitality 
Conference facilities 

For worldwide toll-free reservations 


Belgium 
France 
Germany 
Switzerland 
United Kingdom 


119898 
05900678 
0130814442 
155 2777 
0800891999 




BUSINESS INFORMATION FROM THE 
FORMER SOVIET REPUBLICS 


independent 
toe f-US 


news 
USSR, affairs 
for businessmen. 


INTERFAX, toe leading 
agency on toe territory of 
its unique information services 

INTERFAX BUSINESS REPORT - daily 
service for those who need to know the very 
latest business and economic news from the 
f.USSR. 

INTERFAX OIL, GAS & COAL REPORT 
- weekly edition which explains where and under 
what conditions one may explore, extract and 
buy energy raw materials in the f.USSR. The 
report offers statistics (extracting, export, etc.), 
and information on your competitors: negotiations 
and contracts. 

INTERFAX FINANCIAL REPORT - weekly, 
which indudes information on Soviet foreign debt, 
national currencies, new laws, stock exchanges, 
banks, etc 

Far subscription, please call: (095) 250-9840. 
fax: (095) 250-9727. Telex: 612176 Ski AIL SU. 

Russia. 103006 Moscow, Tverskaya SL 32/1. 


Start your bumness in the Russian Far East Region 


Vladivostok 

Russia 


To a Bright Future 
Together 


InConT 

Vostok Developments Corp. 

Business Lines: 

- International Businesses 

- Internationa} Trade 

- Construction Projects 

- Building Materials 

- Industry Maintenance 

- Marketing Studies 

- Software Developments 


Ph. (7-4232)253 827 
Fax (7-4232)253 637 


INMARSAT Communications 
Ph. (872) 140 32 26 
Fax (872)91403226 
Telex (582) 1403226 VOSAX 


101 Meinikovskaya SL, 


Vladivostok 690600, Russia 
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IMPORT l 

food stuff.consumer goods, 
equipment. 

EXPORT! 

Raw materials 

INVESTMENT! 

RUSSIA and ABROAD 


MOSCOW 
121205, RUSSIA 
NOVY1 ARBAT56 
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ENERGOMACHEXPORT 


ENERGO MEANS ACTION! 

Export-import operations ranging from miscellaneous 
equipment to delivery of enterprise on a lum-key basis, 
including, but not limited to thermal, hydropower, 
diesel -generator stations and industrial utilities; 
metallurgical and mining equipment; railway transport 
equipment. 

Engineering , marketing, technical maintenance, 
international industrial cooperation. 

Setting up joint ventures. 

Reading intermediary and representation services. 

A/OEnugpm*dwKpoii 
25*. Bezbazhny per., 

129010 Moscow, Russia 
id. 288 84 56 
idea 41 1963 
fin 288 79 90 


JOINT STOCK COMPANY 
BHBHOOIIACHBtPOHT 
MOSCOW RUSSIA 


YOUR RELIABLE PARTNER IN RUSSIA 
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CONSULTING, JURIDICAL SUPPORT 
BUSINESS TOURS 

HOLDING SEMINARS, CONFERENCES, 
PRESENTATIONS 

REPRESENTATION OF YOUR INTERESTS 

MANAGEMENT OF INVESTMENT PROJECTS 

CARGO AIR TRANSPORTATION 

We pay special attention to partners of 
medium and small business 


For. further information ..cpntacr . the Joint 


. Moscow, 
Inc. 


ro r former information conti 
Administrative Receiver. 123007. 
Horosnevsky proyezd, 8 . INTRACO. 

PHONE: 7 095 250 3415 

FAX: 7 095 250 3415 

TELEX: 411700 INTC0 

e-mail box: TiattaCnatta.msk.su 


St.PETEBSBURQ TRAVEL C OUP^n, 



KOMIIAHHS) &nE tCF ® ,PT 

THE ST PETERSBURG TRAVEL 
COMPANY 

Assignee, Constituent and Parmer 
of "Intourist" Joint Stock Company 

invites you 

to visit the city on the Neva and see ihc priceless collections 
of Russian and foreign art and the unique historic and 
architectural sights in St Petersburg and its environs dating to 
die 18th-20th centuries. 


Welcome io Si Petersburg! 

1 1, St Isaac's Sq., St Petersburg 190000, Russia 
Tel: (8 12) 210 0905 
Fax: (812)315 55 54 


TAROCO ENTERPRISES, INC. 

Banking, Legal, and Trade Services 
The Address You Need in the Local Market 

Taraoo Group of USA & Local Companies, Banks Offer; 

- Representation; Partner Search, Verification, Set-up 

- Legal and finandal: Banking, laux-currmcy. Local Companies 

- Trade: Customs, Consignment, Whokaale. Transportation 

Move your merchandise: with confidence in fauna, Ukraine, KazachsUn, 
Baltic through our wholesale and retail channels. 

Rnnia: (095) 291-9350, Fax 290*1214 B. Ehrikh or A. Savin 
USA: (20!) 1198-3000. Fa*: 798-4322 Selina Bodmer 



Private Co "Prometex Ltd"; Moscow 

3 yeans of experience export deliveries of 
ready-made products made of ferrous and 
non-ferrous metals; standards DIN, BS, NF. 

Tel; 253 42 80 
Fax: 237 73 04 
Tlx: 414757 WBNTK 



Enjoy doing business In St Petersburg 
with Western services and facOtUee. 

The business ssnooss you take lor granted In ite West are the frst Mng you 
RM* when expanding your business into Russia. The Petersburg 
Development Group nil have fully equipped and serviced offices swflabfe 
kite 1992 atone Nevsky Pro spelts, St Petersburg's moaipreattgioua 
address. FariliDeswiU include tetecommurtcaiions. iranslaiion and otfwr 

speda£$t sennees. as well s$ a private ntemaflonal daaa restaurant 

PreUmtnary enquiries lor membership are now being Invited. Pteaae contact: 

PoUnbuiy Dmiapmm Group 
Boyar House 
ZBHaadSlntt 
Bott KA1S2EU 
For 050554400 
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THE REFORMING OF RUSSIA IO 


A radical overhaul of the armed forces presents big problems, reports J udy Dempsey 

Money for butter, not guns, is the priority 


AS the legal successor to the 
former Soviet Union, the 
reforms which are being under- 
taken by the Russian govern- 
ment will include a radical 
overhaul of the armed forces. 
More importantly, the Russian 
government will remain com- 
mitted to introducing sharp 
and deep cuts in its strategic 
weapons, as wen as drawing 
up a new military doctrine. 

This seems a packed and 
ambitious agenda over the 
coming months. But without 
reductions in the defence bud- 
get, coupled with reductions in 
the production of weaponry. 
Russia's economic reforms 
could be jeopardised. Money 
for butter, not guns, is one of 
the Russian government's pri- 
orities. 

Revamping the armed forces 
is easier said than done. First, 
there is the question of how to 
cope with the 12 m people who 
are employed directly, or indi- 
rectly with the defence indus- 
try. The Russian government 
is only now coming to terms 
with this enormous task which 
will entail retraining, and 
accepting large unemployment 
In the meantime, Russia is try- 
ing to convert part of the mili- 
tary industrial complex into 
civilian projects. 

For instance, in some of the 
military factories in the Urpls, 
managers, admittedly with a 
sense of regret, and shame, 
about the way the Soviet 
Union as a super power has 
collapsed, have stopped manu- 
facturing tanks. At a giant 
tank factory at Chelyabinsk, in 
the Urals, Mr Oleg Guz, a floor 
manager, explained how the 
plant is now switching produc- 
tion to earth-remover tractors, 
and equipment for hospitals. 

However, besides airing nos- 
talgia for the old days of regu- 
lar orders for tanks from the 
Soviet ministry of defence, he 
conceded that his plant was 
still producing parts for tanks. 

Nor is the task of converting 
tanks into household goods 
welcomed by sections of the 



Wreath-laying ceremony on Army Day: Russian President Boris Yeltsin at the tomb of the unknown soldier. 


former communist nomenkla- 
tura in Chelyabinsk. They still 
believe in the "potential 
enemy" (the west), seeing little 
reason for accepting such 
sharp cut-backs in arms pro- 
ductions. Indeed, they also still 
believe they should continue to 
export weapons as a means of 
earning hard currency. 

Conversion is not an easy 
process. Besides the social cost 
of rising unemployment - in 
one enterprise in Chelyabinsk 
alone, a work force of 60,000 
will be reduced by at least 
5,000 - it is costly. Mr Andrei 
Nechaev, Russia's economics 
minister says the government 
would provide Rb40bn in soft 
credits to cover social casts. 
“To stop military production, 
you need money to stop it," be 
explained recently. Mr 
Nechaev reckons that the 
defence budget in 2992 trill 
account for about 6 per cent of 
GDP. 

If military conversion will be 
a costly, and time-consuming 
process, so too, will be the 
attempts to pare down the Rus- 
sian army. Mr Andrei Kokosin, 


Ratification of the START treaty 

Moscow’s concern 


AS THE successor to the 
former Soviet Union, the Rus- 
sian government will under- 
take to ratify the START treaty 
signed between the United 
States and the USSR In July 
1991, writes Judy Dempsey. 

This treaty involves the 
implementation of deep cuts in 
strategic ' weapons on both 
sides. By 1994, the missiles in 
the Conunonwealth of Indepen- 
dent States (CIS) must be cut 
from 9,700 to 4RQQ. 

However, ratification of 
START has encountered some 
difficulties. The independent 
republic of Ukraine, led by 
President Leonid Kravchuk, 
has intimated that since 
Ukraine has nuclear weapons 
stationed on its territory, it 
should be a signatory to the 
ratification of START - and 
perhaps even seek a seat at the 
START 11 negotiations. The 
Russian government is reluc- 
tant to accommodate Ukraine's 
wishes. 

Moscow's position is that 
since it Is the successor to the 
former Soviet Union, Russia, 
on behalf of the CIS, should 
ratify START and then begin 
negotiations on START 11. Fur- 
thermore, as Mr Andrei 
Kozyrev, Russia’s foreign min- 
ister argued: “If Ukraine wants 


to sign the Non Proliferation 
Treat (NPT), but at the same 
time, it wants to be a signatory 
to START, this position 
amounts to a contradiction in 
terms.” 

Mr Kravchuk has repeatedly 
said that Ukraine remains com- 
mitted to the idea of a nuclear- 
free state. However, it appears 
he may be trying to extract a 
price for this status. 

So Ear, and in line with the 
START reductions, Ukraine 
has agreed to withdraw 140 of 
the Intercontinental Ballistic 
Missiles (ICBMs). The question 
Of the re maining 46, pact ] of 
which have 10 warheads 
remains open. 

Mr Kravchuk, who is anx- 
ious to allay fears, particularly 
among nationalists, that neigh- 
bouring Russia would threaten 
its security, wants compensa- 
tion and/or some form of secu- 
rity commitment by western 
countries in return for with- 
drawing the remaining 46 
ICBMs. 

Moscow is also concerned 
about the 104 strategic weap- 
ons located In the republic of 
Kazakhstan, and the 54 based 
in the republic of Belarus. 
These weapons are also 
included in the START reduc- 
tions. 



LENRYBPROM 

St Petersburg company for catching and 
processing fish 

"ALL THE FISH FROM THE WORLD’S OCEANS IS 
IN OUR FISH SEINE NET 

Thirty years of reliable company work in world 
fishing is a superb example for joint business! 
"Lenrybprom", Elevatomaya st 10 
193096, St Petersburg, Russia 
Tel: (812) 183 5504 
Fax: (812) 183 3335 
Tlx: 121 587 OCEAN SU 


BUSINESS TRAVEL TO RUSSIA 

THE FORMER REPUBLICS & EASTERN EUROPE 
Competitive rates from the experts for: Individual Business 
Packages, Hotel Accommodation, Right-only, visa Service & 
Support. Transfers /Car Hoe. Technical Interpreters. 

Wfe also arrange-. Trade Missions, Conference & Incentive 
Travel. Exhibitions. For all your business travel arranganKnis, 
contact the experts 

INTOURIST 

BUSINESS TRAVEL 

Intourist House: 219 Maish Wall, London EM 917- 
Tfel:071 5384482 • F&X:071 5385967 ■ TfeleX: 27232 
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one of Russia's two deputy 
defence ministers - Mr Boris 
Yeltsin, the Russian president, 
is commander-in-chief oF the 
armed forces - says the army 
will eventually total between 
L2m and 1.5m people. 

“It will be leaner, more effi- 
cient, and more professional" 
he says. 

But he, and other defence 
experts in Moscow are quick to 
add that provisions have to be 
made for those who will be 
retired, or retrained. The last 
thing Russia wants is a dis- 
gruntled. redundant officer 
class, which is partly at the 
root of the Yugoslav crisis. 

Because of these concerns, 
Russia is in no hurry to with- 
draw its remaining troops from 
the Baltic states, eastern Ger- 
many. or the central Asian 
republics. 

Besides the feet that Russian 
troops continue to play an 
important role in guarding the 
frontiers which borders with 
Turkey and other countries in 
the south of the former Soviet 
Union, there is a widespread 
consensus that if these troops 
were withdrawn, they would 
have no homes to go to. This is 
one of the reasons why troops 
from the Baltic republics have 
not yet been withdrawn. 

u It is not yet clear when and 
bow we will withdraw these 
troops, it will be carried out on 
a case by case basis. But with- 
drawing troops from the border 


with Turkey - which is a Nato 
country, will be subject to 
negotiations with Georgia, 
Azerbaijan. Armenia, and with 
NATO as well," says Mr Koko- 
siw 

Parallel to the question of 
troops withdrawals, and reduc- 
tions of Russia’s armed forces, 
is the question about formula- 
ting a military doctrine. Since 
the cold war has ended, Russia 
must now ask itself what role 
the army should play and what 
defence strategy it should 
adopt Mr Kokosin says Russia 
“will have the foundations of a 
doctrine pretty soon which 
should be ready in detail by 
the end of the year.” He envis- 
ages the doctrine to include 
the following elements: 

■ A Russian army would 
consist of a growing proportion 
of professionals. There will be 
a shift a way from big forma- 
tions. to corps and brigade 
structures, with a much 
smaller number of tanks - a 
long-standing tradition of the 
Soviet army. 

"We will be moving towards 
a west-European structure,” 
said Mr Kokosin. The emphasis 
will also be placed on rapid 
deployment forces - and rapid 
reaction forces; The "shock 
armies” which had been sta- 
tioned in eastern Europe - the 
equivalent of the US's green 
berets - will act in the rear of 
the enemy in case of war, and 
will be integrated into the 


rapid reaction forces. 

■ The doctrine will not be 
based on the existence of a 
potential enemy or adversary. 
The role of the armed forces 
"will be like an insurance for 
some unexpected events - for 
deterrence or any kind of 
aggression. Also, there will be 
more emphasis on interna- 
tional peace- keeping exer- 
cises,” says Mr Kokosin. 

The Russian military estab- 
lishment believe that low 
intensity conflicts will be the 
main challenge in future. The 
ethnic conflicts in Moldavia. 
Tadjikistan, Azerbaijan and 
Armenia, and Georgia confirm 
this assumption. 

■ It will be impossible to pro- 
tect every kilometre of the bor- 
der (that is, the entire former 
Soviet Union) with troops and 
Other military formations - 
"but we should control terri- 
tory. in some cases, with our 
allies [of the former Soviet 
Union]” Mr Kokosin explains. 

“We will have special 
arrangements with the former 
republics of the Soviet Union. - 
and probably we should have 
some basic framework of secu- 
rity and co-operation. Russia is 
already drawing up a set of 
bi-lateral or tri-lateral agree- 
ments with regard to bases, 
stockpiles of ammunition, and 
ways in which to bring forces 
into action,” he adds. 

■ In the case of a conflict, if 
the Russian army was not able 


to deter, the role oT the ftrtted 
forces would be to act qnfeUy 
and decisively to restore the' 
peace on the terms favourable 
for those who were attacked, 

■ In some cases, units of the 
Russian army could be sta- ' 
tfoned on some of the territo- 
ries of the former Soviet Union 

- "there will be national . 
armies in these newly formed 
states. But in some cases, there 
will be special agreements 
between the Russian armed 
forces and the national ann*d 
forces - cooperation on trains 
ing of officers, providing, than* ; 
no t just with equipment hut, - 
with spare parts, and technfc^v 
assistance," explained 
Kokosin. : '?>f 

■ Air defence will also be 
subject of bi-lateral negottat-,. 
tions between Russia axuL4bfe: 
republics. At the moment, 
defence & under the control of. 
the Commonwealth of Indepea- . 
dent States. Russian defence i 
experts say it is impossible foe. 
the Baltic republics to have 
any kind of serious air defeat* 
system of its own. 

“I would prefer to have a spe- 
cial agreement with CIS forces 
and Russia Federation and the 
Baltic republics, whereby we 
could keep our radar in Riga, 
for example, which is very 
important for air defence. We 
should probably have a joint 
air defence system, but under 
special agreements." explains 
Mr Kokosin. 

So for, so good. But the road 
to a military doctrine will not 
be smooth. There are many 
problems feeing the more lib- 
eral sections of the Russian 
defence establishment ... 

Relations with neighbouring 
Ukraine, in particular, the 
future of the Crimea, and who 
should control the BLack Sea 
Fleet have to be sorted out 
More nationalist-minded politi- 
cians, especially those grouped 
around the Russian Congress 
of People’s Deputies, resent 
any concessions Russia might 
make with Japan over the 
future status of the Kuril 
Islands. And negotiations with 
the Ukraine over ratifying the 
START treaty, which entails 
deep cuts in the former Soviet 
Union's nuclear arsenal (see 
report, left Moscow's concern) 
have to be resolved. . . 

In the months -ahead, 
Kokosin and his, colleagues tarn 
expect few days rest • 



MAKE SURE YOU UNDERSTAND THE OPPORTI M l II S IN 

EASTERN EUROPE 


READ THE FOLLOWING PUBLICATIONS FROM THE FINANCIAL TIMES: 
Four newsletters for the developing markets of Central and Eastern Europe 
and the European republics of the former Soviet Union which provide detailed, 
first-hand information unobtainable elsewhere. 


East European markets - twice monthly 


An essential source of accurate and succinct information on Central and Eastern Europe and the European 
republics of the former Soviet Union. Giving a precise, comprehensive background briefing on the latest 
developments, focusing on items of importance to business: foreign trade, finance, domestic economies, 

industry, technology and new legislation. 

During this period of rapid transformation in Eastern Europe, East European Markets analyses, interprets and 
comments on the key isssues for businessmen in the West and East, providing essential information on the 

opportunities for East- West trade. 


Finance East Europe - twice monthly 


Financial news, speculation and analysis from the emerging market economies of Central and Eastern Europe and the 

European republics of the former Soviet Union. 

Finance East Europe keeps subscribers abreast of the banking and financing aspects of core privatisation; cross- 
border mergers & acquisitions and other forms of direct investment; project finance, trade credits, bilateral and 
multilateral credits, official guarantees and aid. The development of domestic equities and debt markets; the 
restructuring of domestic hanking sectors in the countries is also covered. Regulations affecting finance and 
investment in the area are digested and explained. 


East European Business Law - monthly 


A concise and empirical account of new laws affecting business in the countries of Central and Eastern Europe as 
they adapt to the free market It covers Poland. Czechoslovakia, Hungary, Yugoslavia, Bulgaria, Romania. Albania. 
Croatia, Slovenia, Yugoslavia, the Baltic countries, the republics of the former USSR, the post-Comraunist laws of 
Germany's Eastern Laender and all legal issues of which business needs to be aware, both in setting up business 
ventures in the region and in operating there (e.g. company formation, privatisation and joint ventures, property and 
contract rights, credit and security, the environment potential liabilities, intellectual property, competition law) 


East European energy report - monthly 


A revealing portrait of the developments taking place in the emerging and rapidly changing scene of the Soviet Union 
and the other East and Central European nations. As well as overall coverage in the monthly newsletter subscribers 
receive separate in-depth country profiles, with all countries being covered in a two-year cycle. A yearly index 

completes the comprehensive package. 

East European Energy Report presents, news and features acoss a broad range from gas production and exolorannn 
contracts to power plant refurbishment, from oil refinery deals to energy efficiency aid programmes- and th 

involvement of western firms in the region. ’ e 

For further information and FREE SAMPLE COPIES, simplv dip your business card io ib' 

indicate the publications of interest and return to: . . 

Clare Barrett. Department E. Financial Times Newsletters. Tower House. Southamnmn 

London WC2E 7HA. Tel: (+44 7 1 j 340 939 1 Fax; (+44 7 1 ) 240 7945 P StreH ‘ 
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